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L INTRODUCTION

L. In this Order, we comprehensively reform and begin to modernize the Universal Service
Fund’s Lifeline program (Lifeline or the program). Building on recommendations from the Federal-State
Joint Board on Universal Service (Joint Board), proposals in the National Broadband Plan, input from the
Government Accountability Office (GAO), and comments received in response to the Commission’s
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March 2011 Notice of Proposed Rulemaking,' the reforms adopted in this Report and Order (Order)
substantially strengthen protections against waste, fraud, and abuse; improve program administration and
accountability; improve enrollment and consumer disclosures; initiate modernization of the program for
broadband; and constrain the growth of the program in order to reduce the burden on all who contribute to
the Universal Service Fund (USF or the Fund). We take these significant actions, while ensuring that
eligible low-income consumers who do not have the means to pay for telephone service can maintain their
current voice service through the Lifeline program and those who are not currently connected to the
networks will have the opportunity to benefit from this program and the numerous opportunities and
security that telephone service affords.

2. This Order is another step in the Commission’s ongoing efforts to overhaul all USF
programs to promote the availability of modern networks and the capability of all American consumers to
access and use those networks. Consistent with previous efforts, we act here to eliminate waste and
inefficiency, increase accountability, and transition the Fund from supporting standalone telephone
service to broadband.” In June 2011, the Commission adopted the 2011 Duplicative Program Payments
Order, which made clear that an eligible consumer may only receive one Lifeline-supported service,
established procedures to detect and de-enroll subscribers receiving duplicative Lifeline-supported
services, and directed the Universal Service Administrative Company (USAC) to implement a process to
detect and eliminate duplicative Lifeline support—a process now completed in 12 states and expanding to
other states in the near future.’” Building on those efforts, the unprecedented reforms adopted in today’s
Order could save the Fund up to an estimated $2 billion over the next three years, keeping money in the

! Federal-State Joint Board on Universal Service et al., CC Dkt. No. 96-45 et al., Recommended Decision, 25 FCC
Red 15598 (Jt. Bd. 2010) (2010 Joint Board Recommended Decision); FEDERAL COMMUNICATIONS COMMISSION,
OMNIBUS BROADBAND INITIATIVE, CONNECTING AMERICA: THE NATIONAL BROADBAND PLAN (2010) (NATIONAL
BROADBAND PLAN), available at http://www.broadband.gov/plan; U.S. GOVERNMENT ACCOUNTABILITY OFFICE,
REPORT TO CONGRESSIONAL REQUESTERS, GAO 11-11, TELECOMMUNICATIONS: IMPROVED MANAGEMENT CAN
ENHANCE FCC DECISION MAKING FOR THE UNIVERSAL SERVICE FUND LOW-INCOME PROGRAM (2010) (2010 GAO
REPORT); Lifeline and Link Up Reform and Modernization et al., WC Dkt. No. 11-42 et al., Notice of Proposed
Rulemaking, 26 FCC Red 2770 (2011) (NPRM or Lifeline and Link Up NPRM). See also infra Appendices E & F
listing comments and replies.

2 See Joint Statement on Broadband, GN Dkt. No. 10-66, Joint Statement on Broadband, 25 FCC Red 3420 (2010).
The Commission has already made important strides in this area: the Commission has modernized the E-rate
program, by enabling schools and libraries to get faster Internet connections at lower cost. Schools and Libraries
Universal Service Support Mechanism et al., CC Dkt. No. 02-6 et al., Sixth Report and Order, 25 FCC Rcd 18762
(2010) (E-rate Sixth Report and Order). The Commission has established a Connect America Fund (CAF) to spur
the build out of broadband networks, both mobile and fixed, in areas of the country that are uneconomic to serve.
See Connect America Fund et al., WC Dkt. No. 10-90 ef al., Report and Order and Further Notice of Proposed
Rulemaking, FCC 11-161 (rel. Nov. 18, 2011) (USF/ICC Transformation Order and FNPRM), pets. for review
pending, Direct Commc'ns Cedar Valley, LLC v. FCC, No. 11-9581 (10th Cir. filed Dec. 8, 2011) (and consolidated
cases). The Commission has proposed changes to the rural health care program so patients at rural clinics can
benefit from broadband-enabled care, such as remote consultations with specialists anywhere in the country. Rural
Health Care Universal Service Support Mechanism, WC Dkt. No. 02-60, Notice of Proposed Rulemaking, 25 FCC
Red 9371 (2010) (Rural Health Care NPRM).

? Lifeline and Link Up Reform and Modernization et al, Report and Order, WC Dkt. No. 11-42 et al., 26 FCC Red
9022 (2011) (2011 Duplicative Program Payments Order); Letter from Sharon E. Gillett, Chief, Wireline
Competition Bureau, Federal Communications Commission, to D. Scott Barash, Acting Chief Executive Officer,
Universal Service Administrative Company (USAC), WC Dkt. Nos. 11-42 et al., 26 FCC Red 9022 (Wireline
Comp. Bur. Jun. 21, 2011) (June Guidance Letter); Letter from Sharon E. Gillett, Chief, Wireline Competition
Bureau, Federal Communications Commission, to D. Scott Barash, Acting Chief Executive Officer, Universal
Service Administrative Company (USAC), WC Dkt. No. 11-42 et al., DA 11-1986 (2011) (December Guidance
Letter).
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pockets of American consumers that otherwise would have been wasted on duplicative benefits, subsidies
for ineligible consumers, or fraudulent misuse of Lifeline funds.

3. These savings will reduce growth in the Fund, while providing telephone service to
consumers who remain disconnected from the voice networks of the twentieth century. Moreover, by
using a fraction of the savings from eliminating waste and abuse in the program to create a broadband
pilot program, we explore how Lifeline can best be used to help low-income consumers access the
networks of the twenty-first century by closing the broadband adoption gap. This complements the recent
USF/ICC Transformation Order and FNPRM, which reoriented intercarrier compensation and the high-
cost fund toward increasing the availability of broadband networks, as well as the recently launched
Connect to Compete private-sector initiative to increase access to affordable broadband service for low-
income consumers.

4. To make the program more accountable, the Order establishes clear goals and measures
and establishes national eligibility criteria to allow low-income consumers to qualify for Lifeline based on
either income or participation in certain government benefit programs. The Order adopts rules for
Lifeline enrollment, including enhanced initial and annual certification requirements, and confirms the
program’s one-per-household requirement. The Order simplifies Lifeline reimbursement and makes it
more transparent. The Commission adopts a number of reforms to eliminate waste, fraud and abuse in the
program, including creating a National Lifeline Accountability Database to prevent multiple carriers from
receiving support for the same subscribers; phasing out toll limitation service (TLS) support; eliminating
Link Up support except for recipients on Tribal lands that are served by eligible telecommunications
carriers (ETCs) that participate in both Lifeline and the high-cost program;* reducing the number of
ineligible subscribers in the program; and imposing independent audit requirements on carriers receiving
more than $5 million in annual support. These reforms are estimated to save the Fund up to $2 billion
over the next three years. As part of these reforms we establish a savings target of $200 million in 2012
versus the program’s status quo path in the absence of reform, create a mechanism for ensuring that target
is met, and put the Commission in a position to determine the appropriate budget for Lifeline in early
2013 after monitoring the impact of today’s fundamental overhaul of the program and addressing key
issues in the Further Notice of Proposed Rulemaking (FNPRM), including the appropriate monthly
support amount for the program. Using savings from the reforms, the Order establishes a Broadband
Adoption Pilot Program to test and determine how Lifeline can best be used to increase broadband
adoption among Lifeline-eligible consumers. We also establish an interim base of uniform support
amount of $9.25 per month for non-Tribal subscribers to simplify program administration.

1L BACKGROUND

5. Procedural History. Ensuring the availability of communications services for low-
income households has long been a partnership among, and a significant priority for, the states, the
federal government, and the private sector.” In May 2010, the Commission sought the Joint Board’s input

4 Throughout this document, “Tribal lands” include any federally recognized Indian tribe’s reservation, pueblo or
colony, including former reservations in Oklahoma, Alaska Native regions established pursuant to the Alaska Native
Claims Settlement Act (85 Stat. 688), and Indian Allotments, as well as Hawaiian Home Lands—areas held in trust
for native Hawaiians by the state of Hawaii, pursuant to the Hawaiian Homes Commission Act, 1920, Pub. L. No.
67-34, 42 Stat. 108, et.seq., as amended (1921). This definition is consistent with the definition of Tribal lands
recently adopted in our order establishing the Connect America Fund. USF/ICC Transformation Order and
FNPRM, FCC 11-161 at para. 197. We accordingly amend the current definition of Tribal lands for purposes of the
low-income program in section 54.400(e).

> The Commission originally established the Lifeline and Link Up programs pursuant to its general authority under
sections 1, 4(i), 201, and 205 of the Communications Act of 1934. See Federal-State Joint Board on Universal
(continued....)
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on the Commission’s program rules governing eligibility, verification, and outreach.’

6. In its 2010 Joint Board Recommended Decision, the Joint Board recommended that the
Commission: (1) encourage automatic enrollment as a best practice for all states; (2) adopt uniform
minimum verification procedures and sampling criteria that would apply to all ETCs in all states; (3)
allow states to utilize different and/or additional verification procedures so long as those procedures are at
least as effective in detecting waste, fraud, and abuse as the uniform federal procedures; (4) require ETCs
to submit the data results of their verification sampling to the Commission, the states, and USAC and
make the results available to the public; and (5) adopt mandatory outreach requirements for all ETCs that
receive low-income support.” Additionally, the Joint Board asked the Commission to seek further
comment on whether the current eligibility requirements of household income at or below 135 percent of
the federal poverty guidelines should be raised to 150 percent; the costs and benefits of minimum uniform
eligibility requirements; the costs and benefits of database certification and verification of eligibility;
whether to expand the program to include broadband; and whether a minimum monthly rate should apply
to all Lifeline subscribers.® The Joint Board also recommended that the Commission adopt a principle
pursuant to its section 254(b)(7) authority “that universal service support should be directed where
possible to networks that provide advanced services, as well as voice services.”

7. In March 2011, the Commission incorporated the Joint Board’s recommendations in a
comprehensive rulemaking to reform and modernize Lifeline.'” In addition to the specific
recommendations and issues raised by the Joint Board, the Commission sought public comment on a
number of additional ways to strengthen the program, including establishing performance goals for the
program, strengthening the program’s audit regime, granting blanket forbearance from the Act’s facilities
requirement, establishing a flat rate of reimbursement, reforming TLS and Link Up support, and
expanding Tribal Lifeline eligibility.""

8. Subsequently, the Wireline Competition Bureau (Bureau) issued a public notice in
August 2011 to develop a more complete record on certain issues raised in the rulemaking proceeding,
including reforming the current verification methodology to better protect against waste, fraud, and abuse;
limiting the availability of Lifeline support to one discount per residential address; ensuring that only
eligible costs are supported by Link Up; and determining whether and how the program could effectively

(Continued from previous page)
Service, CC Dkt. No. 96-45, Report and Order, 12 FCC Red 8776, 8952-53, para. 329 (1997) (subsequent history
omitted) (Universal Service First Report and Order).

® The Commission asked the Joint Board to recommend any changes to these aspects of the program given
significant technological and marketplace changes since the current rules were adopted. Specifically, the
Commission asked the Joint Board to review: (1) the combination of federal and state rules that govern which
customers are eligible to receive discounts through the Lifeline and Link Up programs; (2) best practices among
states for effective and efficient verification of customer eligibility, both at initial customer sign-up and periodically
thereafter; (3) the appropriateness of various outreach and enrollment programs; and (4) the potential expansion of
the low-income program to broadband, as recommended in the National Broadband Plan. See Federal-State Joint
Board on Universal Service et al., CC Dkt. No. 96-45 et al., 25 FCC Red 5079 (2010) (2010 Joint Board Referral
Order).

7 See generally 2010 Joint Board Recommended Decision.
¥ See id.

? Id, at 15625, para. 75.

1 See generally Lifeline and Link Up NPRM.

"' Jd. at 26 FCC Red at 2782-86, 2793-96, 2800-03, 2863-64, 2811-15, paras 28-45, 65-79, 95-102, 306-309, 126-
41.
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support broadband adoption by low-income households."

9. The Commission adopted the additional universal service principle recommended by the
Joint Board in the USF/ICC Transformation Order and FNPRM." In addition, the Commission revised
the definition of the supported service to be “voice telephony services.”*

10. Since the release of the NPRM, we have made significant improvements to the
administration of the program to reduce waste. As noted above, the Commission’s 2011 Duplicative
Program Payments Order made clear that an eligible consumer may only receive one Lifeline-supported
service,” established procedures to detect and de-enroll subscribers with duplicate Lifeline-supported
services, and directed USAC to implement a process to detect and eliminate duplicative Lifeline
support—a process completed in 12 states which will expand to cover a majority of states over the course
of this year.16 In addition, we have worked closely with the states and the Administrator, USAC, to
strengthen enforcement and oversight of Lifeline.”

11. History and Purpose of Low-Income Program. Universal service has been a national
objective at least since the enactment of the Communications Act of 1934, in which Congress stated its
intention to “make available, so far as possible, to all the people of the United States . . . a rapid, efficient,
Nation-w}(gie, and world-wide wire and radio communication service with adequate facilities at reasonable
charges.”

12. The Lifeline program was implemented in 1985 in the wake of the 1984 divestiture of
AT&T. Its initial purpose was to ensure that any increase in local rates that occurred following major
changes in the marketplace would not put local phone service out of reach for low-income households and
result in service disconnections.”’ At the time, the Commission was concerned that the implementation of
subscriber line charge (SLC) would force low-income consumers to drop voice service, which, the
Commission found, had “become crucial to full participation in our society and economy[,] which are
increasingly dependent upon the rapid exchange of information.”” The program made carriers whole

2 Further Inquiry Into Four Issues in the Universal Service Lifeline and Link Up Reform and Modernization
Proceeding, Public Notice, WC Dkt. No. 11-42 et al., 26 FCC Red 11098 (Wireline Comp. Bur. Aug. 5,2011)
(Lifeline and Link Up Public Notice).

13 See USF/ICC Transformation Order and FNPRM, FCC 11-161 at paras. 43-45. Section 254(a)(2) of the Act
requires the Commission to act on recommendations of the Federal-State Joint Board on Universal Service within
one year. See 47 U.S.C. § 254(a)(2). In this Order, we are acting on the remaining recommendations in the 2070
Joint Board Recommended Decision.

' USF/ICC Transformation Order and FNPRM, FCC 11-161 at para. 77.

152011 Duplicative Program Payments Order, 26 FCC Red at 9026, para. 7 (amending sections 54.401 and 54.405
to codify the restriction that an eligible low-income consumer cannot receive more than one Lifeline-supported
service at a time).

' Id. at 9030-31, paras. 15-16.

17 See Letter from Chairman Julius Genachowski, Chairman, Federal Communications Commission, to State
Commissioners, WC Dkt. No. 11-42 (Dec. 12, 2011).

B470U.8.C.§ 151 (creating the Federal Communications Commission).

9 MTS and WATS Market Structure, and Amendment of Parts 67 & 69 of the Commission’s Rules and
Establishment of a Joint Board, Report and Order, 50 Fed. Reg. 939 (Jan. 8, 1985) (MTS and WATS Market
Structure Report and Order).

2 1d. at 942, para. 11. (“We adopt the Joint Board’s recommendation concerning measures to offset the effect of
subscriber line charges on low income houses. In this regard, we agree with their conclusion that the proposed
subscriber line charges should not have an adverse effect on universal service.”).
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after waiving the SLC for low-income consumers.”’ Link Up was established to offset the high, non-
recurring charges assessed by incumbent local exchange carriers for commencing telephone service.”

13. In 1996, Congress codified the Commission’s and the states’ commitment to advancing
the availability of telecommunications services to all Americans, and established principles upon which
“the Commission shall base policies for the preservation and advancement of universal service.””
Among other things, Congress articulated national goals that services should be available at “affordable”
rates and that “consumers in all regions of the nation, including low-income consumers, . . . should have
access to telecommunications and information services.”” Based on recommendations of the Joint
Board, the Commission revised and expanded the Lifeline program after passage of the
Telecommunications Act of 1996 (1996 Act).”” After implementation of the 1996 Act, all states
participated in the program and the level of federal Lifeline/Link Up support steadily increased.*

14. Since the 1996 Act, the program has been administered by USAC under Commission
direction, although many key attributes of the program are implemented at the state level, including
consumer eligibility, ETC designations, outreach, and verification. Moreover, ETCs have been integral in
the offering of the program to low-income consumers. Lifeline support is passed on to the subscriber by
the ETC, which provides discounts to eligible households and receives reimbursement from the Universal
Service Fund for the provision of such discounts.”” Lifeline now provides a discount to non-Tribal
subscribers averaging $9.25 per month for telephone charges, and Link Up provides a discount of up to
$30 on the cost of commencing telephone service for qualifying low-income households.”® For residents

2 See id.

2 See MTS and WATS Market Structure et al., CC Dkt. No. 78-72 et al., Recommended Decision and Order, 2 FCC
Red 2324, 2332, para. 68 (1987) (MTS and WATS Market Structure Recommended Decision and Order).

B 47 U.S.C. § 254(b).
2 See 47 U.S.C. § 254(b)(1),(3); see also 47 U.S.C. § 151.

3 See Universal Service First Report and Order, 12 FCC Red at 8952, paras. 326-28. The Joint Board is comprised
of FCC commissioners, state utility commissioners, and a state consumer advocate representative. See 47 U.S.C. §§
254(a)(1), 410(c).

% See Universal Service Administrative Company, 1Q 2012 Filing, Appendices at LI 06 (Historical Data Support
Amounts Claimed by ETCs Each Month - January 1998 through June 2011), available at

http://www.usac.org/about/governance/fcc-filings/2012/quarter-1.aspx.

7 Carriers file FCC Forms 497 to receive reimbursement for providing support to eligible subscribers. See
Universal Service Administrative Company, Low-Income, Step 6: Submit Lifeline and Link Up Worksheet,
http://usac.org/li/telecom/step06/default.aspx (last visited Feb. 1, 2012). ETCs may file their Forms 497 on either a
monthly or quarterly basis, and are reimbursed by USAC on a monthly basis. These disbursements may be based on
a projection for the prior month’s support. Universal Service Administrative Company, Low-Income, Step 7:
Payment Process and Status, http://usac.org/li/telecom/step07/default.aspx (last visited Feb. 1, 2012). In order to
promote greater accuracy in low-income program payment-processing, the Commission’s Office of the Managing
Director (OMD) directed USAC to propose an administrative process for disbursing low-income support to ETCs
based on verified claims for reimbursement, rather than projected claims. In response, USAC developed and filed a
proposed plan to disburse support to ETCs based on actual claims, rather than projections. In September 2011, the
Wireline Competition Bureau sought comment on USAC’s proposal. See Inquiry into Disbursement Process for the
Universal Service Low Income Program, WC Dkt. No. 11-42 et al., Public Notice, 26 FCC Rcd 13131 (Wireline
Comp. Bur. 2011); Erratum (rel. Oct. 3, 2011) (Lifeline Disbursement Public Notice).

28 See Letter from Karen Majcher, Vice President, High Cost and Low Income Division, Universal Service
Administrative Company, to Sharon Gillett, Chief, Wireline Competition Bureau, Federal Communications
Commission, WC Dkt. No. 11-42 et al., (filed Jan. 10, 2012) (USAC 2011 Support Amounts Letter) (stating that the
(continued....)
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of Tribal lands, Lifeline provides an additional $25 discount on monthly telephone charges, and Link Up
provides up to an additional $70 discount on the cost of commencing telephone service for low-income
households.”” These amounts may be supplemented by additional funding provided from state universal
service funds in some states.

15. Evidence suggests that Lifeline has been instrumental in increasing the availability of
quality voice service to low-income consumers. Indeed, many low-income consumers have stated in our
record that without a Lifeline subsidy, they would be unable to afford service.” They have also noted the
hardships they would face without access to phone service.”! Telephone subscribership among low-
income Americans has grown significantly since the Lifeline program was initiated in 1984. Eighty
percent of low-income households had telephone service in 1984, compared to 95.4 percent of non-low-
income households.*® Since the inception of Lifeline, the gap between telephone penetration rates for
low-income and non-low-income households has narrowed from about 12 percent in 1984 to 4 percent in
2011.% Moreover, states that provide higher monthly Lifeline subsidies per household exhibited greater
growth in phone subscribership from 1997 to the present.**

16. There is also evidence that Lifeline has increased the penetration rate of voice service by
keeping low-income consumers connected to the network.”> As shown in Chart 1, the gap in penetration

(Continued from previous page)

vast majority of Lifeline subscribers receive support in the $8-10 range with an average amount of $9.25 in
September 2011). In addition, ETCs may be reimbursed for the incremental costs of their provision of Toll
Limitation Service to eligible households. 47 C.F.R. § 54.403(c).

2 See 47 C.F.R. §§ 54.403(a)(4) (Lifeline); 54.411(a)(3) (Link Up).

3% The Commission received many letters from Lifeline subscribers, which have been placed in the record of this
proceeding, expressing their need for Lifeline as their only connection to family, health care providers, and work
opportunities. One disabled Lifeline subscriber in Tennessee describes her Lifeline service as exactly that —a
“lifeline”: “I have a 17-year old daughter with Down Syndrome. We help each other everyday [sic]. I do the
thinking and she does what she can understand...[Lifeline] provides me a way to contact help if something happens
and my daughter doesn’t understand what we might need help for... but she does understand if I tell her ‘Mommy
needs the phone.” ... it gives me peace of mind to know I can always call for help.”

S ra

32 See FEDERAL COMMUNICATIONS COMMISSION, INDUSTRY ANALYSIS AND TECHNOLOGY DIVISION, UNIVERSAL
SERVICE MONITORING REPORT at text accompanying table 3.2 (2011) (2011 MONITORING REPORT) (where “low-
income” is defined as households making $9,999 or less), available at

http://transition.fcc.gov/Daily Releases/Daily Business/2011/db1229/DOC-311775A1.pdf.

*3 The Commission’s telephone subscription penetration rate is based on the Census Bureau’s Current Population
Survey (CPS). The specific questions asked in the CPS are: “Does this house, apartment, or mobile home have
telephone service from which you can both make and receive calls? Please include cell phones, regular phones, and
any other type of telephone.” And, if the answer to the first question is “no,” this is followed up with, “Is there a
telephone elsewhere on which people in this household can be called?” If the answer to the first question is “yes,”
the household is counted as having a telephone “in unit.” If the answer to either the first or second question is “yes,”
the household is counted as having a telephone “available.” FEDERAL COMMUNICATIONS COMMISSION, WIRELINE
COMPETITION BUREAU, INDUSTRY ANALYSIS AND TECHNOLOGY DIVISION, TELEPHONE SUBSCRIBERSHIP IN THE
UNITED STATES at 2 (Dec. 2011) (2011 WCB SUBSCRIBERSHIP REPORT).

3% See 2011 MONITORING REPORT at Chart 3.12.

3 See Letter from Matthew Brill, Counsel, Cricket, to Marlene H. Dortch, Secretary, Federal Communications
Commission,WC Dkt. No. 11-42 et al. (filed Dec. 1, 2011) (noting that, in any given month, a substantially smaller
percentage of Cricket’s Lifeline subscribers deactivate their accounts—as compared to Cricket’s non-Lifeline
subscribers and arguing that “this disparity confirms that the Lifeline subsidy has a significant positive impact on the
(continued....)

6664



Federal Communications Commission FCC 12-11

rates between households earning less than $10,000 and all households has steadily narrowed since the
inception of Lifeline. When consumers are able to only intermittently remain on the network, they are not
fully connected to society and the economy because, among other things, they are unable to apply for and
receive call-backs for jobs or reach important social services, health care, and public safety agencies on a
constant basis. The Commission has found that the low-income program “provide[s] the best source of
assistance for individuals to obtain and retain universal service, and, therefore, help maintain and improve
telephone subscribership™® and fulfill our obligations under section 254 of the Act.

Chart 1°*7

17. There are substantial benefits to increasing the availability of communications services,
including both voice and broadband service, for low-income Americans. As an initial matter, all
consumers, not just low-income consumers, receive value from the network effects of widespread voice
and broadband subscribership.”® Moreover, voice service remains a prerequisite for full participation in
our economy and society.” Those consumers without affordable, quality voice services are at a

(Continued from previous page)
ability of Cricket’s low-income subscriber base to maintain continuous access to the PSTN.”) (Cricket Dec. 1 ex
parte Letter).

36 Universal Service First Report and Order, 12 FCC Rcd at 8845, para. 124 (emphasis added).

372011 MONITORING REPORT at Table 3.2 (for 1997 to 2011 data); 2011 WCB SUBSCRIBERSHIP REPORT at Table
6.14 (for 1984-1996 data). In FCC statistical reports, “low-income” is defined as those subscribers earning $9,999
or less in 1984 dollars. See 2011 MONITORING REPORT AT 3-12. $9,999 in 1984 dollars is equal to $21,780 in 2011
dollars. See id. at Table 3.3.

3 See One Economy Comments at 12 (“While individuals will discover personal socioeconomic gains from
adoption of broadband, a population of broadband adopters will lead to significant progress around strengthening
educational outcomes, increasing innovation and entrepreneurship, reducing healthcare costs, and improving the
efficiency of government services.”).

3 See, e.g., Letter from Olivia Wein, National Consumer Law Center, to Marlene H. Dortch, Secretary, Federal
Communications Commission, WC Dkt. No. 11-42 et al., at 1 (filed Aug. 26, 2011) (NCLC Aug. 26 ex parte Letter)
(continued....)
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disadvantage in accessing social and economic resources and opportunities. Voice service allows
consumers to connect with public safety and health care resources.” As many commenters note, voice
service is particularly important for low-income consumers, who often must juggle multiple jobs and
interviews for new employment as well as keep in contact with social service agencies.” As noted by
several members of Congress, “a cell phone can literally be a Lifeline for families and provide low-
income families, in particular, the means to empower themselves.”** If quality voice service is not
affordable, low-income consumers may subscribe to voice service at the expense of other critical
necessities, such as food and medicine, or may be unable to purchase sufficient voice service to obtain
adequate access to critical employment, health care, or educational opportunities.* And if low-income
consumers initially subscribe to phone service, but intermittently lose access because they cannot
consistently pay for the service, many of the benefits for individuals and the positive externalities for the
economy and society will be lost.

18. Access to affordable, robust broadband service is equally important.** As stated in the
USF/ICC Transformation Order and FNPRM, “[a]ll Americans should have access to broadband that is
capable of enabling the kinds of key applications [that drive broadband adoption] . . . including education
(e.g., distance/online learning), health care (e.g., remote health monitoring) and person-to-person
communications (e.g., VoIP or online video chat with loved ones serving overseas).” Indeed, the
evidence indicates that increased broadband adoption and usage increases educational and economic
outcomes for low-income consumers.” As one commenter argues, “broadband access is a prerequisite of

(Continued from previous page)

(noting that “access to phone service is a necessity in modern times.”); Letter of Dr. George Korn, Rainbow/Push
Coalition, to Marlene H. Dortch, Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al., at 1-2
(arguing that “[w]ithout phone service, the most basic processes and activities become difficult, limiting options and
possibilities for the poor and pushing them to the fringe of society.”).

%0 Alaska Commission Reply Comments at 9 (noting the importance of voice service for public safety); Letter from
Professor David Super, Georgetown Law, to Marlene H. Dortch, Secretary, Federal Communications Commission,
WC Dkt. No. 11-42 et al., at 3-4 (filed Nov. 7, 2011) (Prof. Super Nov. 7 ex parte Letter); see also MTS and WATS
Market Structure Report and Order, 50 Fed. Reg. at 941 (“Significant increases in the price of basic telephone
service could isolate many of the elderly and poor by depriving them of the ability to obtain medical and police
assistance or communicate with family and friends.”).

! See, e. g., NCLC Aug. 26 ex parte Letter at 1 (noting that “phone service is key to helping low-income consumers
find work, housing, access and maintain contact with health care professionals and education providers, accessing
emergency services, as well as remaining connected to support networks such as family and friends and community
services.”).

2 L etter from Senators Robert Menendez, Kirsten E. Gillibrand, Sherrod Brown, and & Jeanne Shaheen, to Hon.
Julius Genachowski, Chairman, Federal Communications Commission, OL Dkt. No. 11-9 (filed Sept. 13, 2011).

# See generally Prof. Super Nov. 7 ex parte Letter; see also Letter from Debra R. Berlyn, Chairperson, Federal
Communications Commission Consumer Advisory Committee, to Marlene H. Dortch, Secretary, Federal
Communications Commission, WC Dkt. No. 11-42 et al., at 3 (noting the importance of the low income program to
“ease connections” to health care, education and potential employers).

# See, e.g., One Economy Comments at 33; AT&T Reply Comments, Attachment (Attach.) at 1 (“access to
broadband leads to improved education, better health care delivery and other societal advances.”).

45 See, e.g., AT&T Reply Comments, Attach. at 1; MAG-Net Comments, Attach. A at 4 (“In some low-income areas
where laptops or netbook-like devices and home broadband connections have been provided to children, and the
technology was thoughtfully integrated into learning and instruction, research shows positive effects on student
academic performance, engagement, and attitude.”).
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social and economic inclusion.”*® However, the latest census data indicates that there is a substantial gap

in broadband adoption by income.*” The Commission has recognized this challenge and has started to
help narrow the adoption gap.”® Connect to Compete is a private-sector initiative through which the
largest cable companies will be offering low-cost broadband to families with school-aged children
receiving free school lunches.” These actions, while important, are only first steps in addressing the
adoption gap that low-income consumers face, and we continue to encourage and support those programs
that are well underway. In this Order, we adopt an additional approach—a pilot program to explore the
most effective way to modernize the Lifeline program to provide low-income consumers access to
broadband service.

19. Role of the States. Currently, the program operates under a patchwork of state and
federal requirements. Within the framework established by the 1996 Act and the Universal Service First
Report and Order, each state administers its own program, which has provided the states the freedom to
experiment and to develop new ways of making the program more effective and efficient. Although
Lifeline is a federal program, its administration varies significantly among the states, including on key
policies such as eligibility and verification. There is significant variation among the states in the
percentage of eligible households participating in the program, which may be due to differing state
eligibility and verification requirements, the extent of outreach, the process for enrolling subscribers, the
number and type of ETCs in the state, support levels, and other factors.”’

20. Lifeline Providers & Subscribers. The telecommunications marketplace has changed
significantly over the last fifteen years, with a wide array of wireline and wireless services that compete
with traditional incumbent telephone companies to provide voice service’’ When the program was first
established in the 1980s, mobile phones and voice over internet protocol (VoIP) did not exist as a retail
consumer product, only incumbent telephone companies provided local telephone service, and the
program was designed for carriers whose rates were regulated. Today, consumers have various options
for fixed or mobile voice services, many of which are not rate regulated.

* MAG-Net Comments at 2.

47 U.S. DEP’T OF COMMERCE, ECONS. & STATISTICS ADMIN. & NAT’L TELECOMM. & INFO. ADMIN., EXPLORING THE
DIGITAL NATION: HOME BROADBAND INTERNET ADOPTION IN THE UNITED STATES 8, available at
http://www.ntia.doc.gov/files/ntia/publications/esa_ntia_us_broadband _adoption_report 11082010 1.pdf (Nov.
2011) (EXPLORING THE DIGITAL NATION).

* See, e.g., Applications filed by Qwest Communications International Inc. and CenturyTel, Inc. d/b/a CenturyLink
for Consent to Transfer Control, WC Dkt. No. 10-110, Memorandum Opinion and Order, 26 FCC Red 4194, 4211,
4219, paras. 35-37 (2011); Applications of Comcast Corporation, General Electric Company and NBC Universal,
Inc., Memorandum Opinion and Order, 26 FCC Red 4238, 4333, para. 233 (2011).

) Press Release, Federal Communications Commission, FCC “Connect to Compete” Tackle Barriers to Broadband
Adoption (Nov. 9, 2011), available at http://www.fcc.gov/document/fec-and-connect-compete-broadband-fact-sheet
(detailing private/non-profit partnership providing qualifying families with $9.95 monthly broadband service and
reduced price equipment).

%0 See NATIONAL BROADBAND PLAN at 172 (citing Mark Burton et al., Understanding Participation in Social
Programs: Why Don’t Households Pick up the Lifeline?, 7 B.E. J. ECON. ANAL. & POL’Y 57 (2007), available at
http:/faculty.msb.edu/jtm4/Papers/BEJEAP.2007.pdf; Janice A. Hauge et al., Whose Call Is It? Targeting Universal
Service Programs to Low-Income Households’ Telecommunications Preferences, 33 TELECOMM. POL’Y 129, 136-38
(2009), available at http://warrington.ufl.edu/purc/purcdocs/papers/0805 Hauge Whose Call Is.pdf).

> The Commission promulgated rules under the 1996 Act that enabled competitive wireless and wireline carriers to
be designated as ETCs eligible to receive federal universal service support. See Universal Service First Report and
Order, 12 FCC Rcd at 8969-73, paras. 364-72.
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21. As the telecommunications industry has evolved, so too has the program. Beginning in
2005, the Commission permitted on a case-by-case basis non-facilities based providers, including prepaid
wireless carriers, to obtain low-income support from the Universal Service Fund.”® Since 2006, the
program has experienced a measurable shift in support distribution. In 2010, competitive providers (the
vast majority of which are mobile wireless providers) received nearly 55 percent of total program
support.” Wireless Lifeline enrollment has greatly increased, consistent with the same trend toward
wireless service in the general population. The Commission recently found that 92 percent of Americans
subscribed to mobile phone service.”® More than 30 percent of adults in the general population live in
households with only wireless phones,” while more than 45 percent of 18-24 year olds have “cut the
cord.” Wireless services have taken on particular importance to low-income consumers, who are more
likely to reside in wireless-only households than consumers at higher income levels.”’

22. Low-income consumers currently qualify for the program through various means,
depending upon which state the consumer resides. They either can certify or demonstrate that they are
enrolled in specific assistance programs or that their annual income falls below a specified percentage of
the Federal Poverty Guidelines (FPG). As shown in Table 1 below, the qualifying income threshold for
Lifeline varies depending on size of the household and the particular qualifying income threshold for that
state. In eight states and two territories, households with income at or below 135 percent of the Federal
Poverty Guidelines are eligible. In twelve states and the District of Columbia, households with income at
150 percent of the FPG are eligible. Other states, including Oregon, do not permit enrollment based on
income; in these states, consumers may enroll only if they are enrolled in certain other public benefits
programs.

32 See Federal-State Joint Board on Universal Service; Telecommunications Carriers Eligible for Universal Service
Support; i-wireless Petition for Forbearance from 47 U.S.C. § 214(e)(1)(4), CC Dkt. No. 96-45 et al., WC Dkt. No.
09-197, Order, 25 FCC Rcd 8784 (2010) (i-wireless Forbearance Order); Telecommunications Carriers Eligible for
Universal Service Support; Virgin Mobile USA, L.P. Petitions for Designation as an Eligible Telecommunications
Carrier in the State of Alabama et al., WC Dkt. No. 09-197, Order, 25 FCC Red 17797 (2010) (Virgin Mobile 2010
ETC Order); Virgin Mobile USA, L.P. Petition for Forbearance from 47 U.S.C. § 214(e)(1)(4) et al., CC Dkt. No.
96-45, Order, 24 FCC Red 3381 (2009) (Virgin Mobile Forbearance Order); Federal-State Joint Board on
Universal Service; Petition of TracFone Wireless, Inc. for Forbearance, CC Dkt. No. 96-45, Order, 20 FCC Red
15095 (2005) (TracFone Forbearance Order). These carriers are not eligible to receive high-cost support.

532011 MONITORING REPORT at 2-9.

> See Implementation of Section 6002(b) of the Omnibus Budget Reconciliation Act of 1993 et al., Fifteenth Report,
WT Dkt. No. 10-133, 26 FCC Rcd 9664, para 168 (2011).

3% See STEPHEN J. BLUMBERG & JULIAN V. LUKE, CENTERS FOR DISEASE CONTROL, NATIONAL CENTER FOR HEALTH
STATISTICS, WIRELESS SUBSTITUTION: EARLY RELEASE OF ESTIMATES FROM THE NATIONAL HEALTH INTERVIEW
SURVEY, JANUARY —JUNE 2011, at 1 (2011), available at
http://www.cdc.gov/nchs/data/nhis/earlyrelease/wireless201106.pdf.

% Id. at 2-3.

*7 See id. at 3 (finding that adults living in or near poverty were more likely than higher income adults to be living in
wireless-only households). Furthermore, consumers today often purchase packages of services that allow them to
call anywhere in the country, with no additional charge for long distance calling.
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Table 1 — Federal Poverty Guidelines™

Persons in Family or Household Annual Income of Annual Income of
135 percent FPG 150 percent FPG
1 $14,702 $16,336
2 $19,859 $22,066
3 $25,016 $27,796
4 $30,173 $33,526
23. The Lifeline-eligible population has increased significantly over the past decade. Since

1999, real median household income in the U.S. has declined by 7.1 percent, while households at the
bottom of the income scale have seen their income decline by 12.1 percent.” In 2010, 46.2 million
Americans were living in poverty, defined as living at or below the benchmark established in the FPG,
compared to 31.6 million in 2000.°° As household income has declined and more carriers have offered
Lifeline-supported service, the program has experienced significant growth.”’ In the absence of today’s
Order, which manages the size of the Fund in part by establishing a savings target, the program would
provide an estimated $2.4 billion in support in 2012;°* that compares to an inflation-adjusted $582 million
it provided in 1998 when five million subscribers participated in the program.” The initial growth in the
program after the implementation of the 1996 Act was due in large part to the expansion of the program
to all fifty states and the increased level of monthly per household support compared to levels prior to the
1996 Act.** In 2000, the Commission began providing enhanced support to households on Tribal lands.*
The program continued to grow between 2001 and 2004 due, in part, to increases in the federal subscriber
line charge, to which Lifeline support levels have historically been tied.*® Meanwhile, over the years,
wireless companies increasingly sought ETC designations, providing additional options for reaching more
low-income consumers with Lifeline service. Since 2005, a number of pre-paid wireless providers have
become Lifeline-only ETCs,”” competing for low-income subscribers by marketing telephone service that

*¥ Annual Update of the HHS Poverty Guidelines, 76 Fed. Reg., 3637-38 (Jan. 20, 2011).

3 UNITED STATES CENSUS BUREAU, INCOME, POVERTY, AND HEALTH INSURANCE COVERAGE IN THE UNITED
STATES: 2010, at 5 (Sept. 2011), available at http://www.census.gov/prod/201 1 pubs/p60-239.pdf.

0 1d. at 62.

8! Other factors have also contributed to growth in the program — for instance, some subscribers have received
duplicate support and some may have received the subsidy even though they were not eligible.

82 See infira note 956.

% See 2011 MONITORING REPORT at Table 2.1. Adjustments for inflation were calculated using the Bureau of Labor
Statistics’ Consumer Price Index Inflation Calendar. See http://www.bls.gov/data/inflation_calculator.htm (last
visited Feb. 2, 2012).

%4 See 2010 UNIVERSAL SERVICE MONITORING REPORT at Chart 2-2.

% See Federal-State Joint Board on Universal Service; Promoting Deployment and Subscribership in Unserved and
Underserved Areas, Including Tribal and Insular Areas, CC Dkt. No. 96-45, Twelfth Report and Order,
Memorandum Opinion and Order, and Further Notice of Proposed Rulemaking, 15 FCC Red 12208 (2000) (2000
Tribal Lifeline Order). In 2010, $102.7 million was provided to households on Tribal lands. 2011 MONITORING

REPORT at Table 2.2. http://www.usac.org/about/governance/fcc-filings/2011/Q2/L107 Low Income
Support Distributed by State in 2007 and through 30Q2010.xls

5 Support levels grew from an inflation-adjusted $819 million in 2002 to $927 million in 2004. See 2010
UNIVERSAL SERVICE MONITORING REPORT at Chart 2-2.

o7 See, e.g., TracFone Forbearance Order, 20 FCC Red at 15095; Federal-State Joint Board on Universal Service;
(continued....)

6669




Federal Communications Commission FCC 12-11

provides a specified number of minutes at no charge to the consumer.”® This development has expanded
choices in many states for low-income consumers, who now have greater access to mobile services than a
decade ago,” but it has also led to significant growth in the Fund in the last several years, and has likely
contributed to the increasing telephone penetration rate of consumers making less than $10,000 a year.”
Pre-paid wireless ETCs now account for more than 40 percent of all Lifeline support.”' Link Up support
has also increased significantly—approximately 230 percent over the last three years. USAC projects that
it will distribute $180 million in Link Up support to ETCs in 2012 compared to $122.9 million in Link Up
disbursements in 2011 and $37.2 million in 2008.”” It is against this backdrop that we institute the
reforms below to ensure that qualifying low-income consumers can access the voice and broadband
networks of this nation to fulfill Congress’ goal of providing universal service, and the Commission’s
goal of modernizing the program, while safeguarding it from waste, fraud, and abuse and constraining the
growth of the Fund to make it more efficient and effective to better serve consumers.

II1. PERFORMANCE GOALS AND MEASURES

24, In the Lifeline and Link Up NPRM, the Commission recognized that “[c]lear
performance goals and measures should enable the Commission to determine not just whether federal
funding is used for intended purposes, but whether that funding is accomplishing the program’s ultimate
objectives.”” The GAO previously noted in 2010 that while the Commission had adopted some

(Continued from previous page)

TracFone Wireless, Inc., Petition for Designation as an Eligible Telecommunications Carrier in New York et al.,
Order, 23 FCC Red 6206 (2008) (TracFone ETC Designation Order); Virgin Mobile Forbearance Order, 24 FCC
Red at 3381.

% For example, TracFone noted that the initial SafeLink Wireless offering was 68 free minutes per month until a
competitor offered 200 free minutes, to which TracFone responded with its 250-minute per month offer. See Letter
from Mitchell F. Brecher, Counsel, TracFone Wireless, to Marlene H. Dortch, Secretary, Federal Communications
Commission, Attach. at 5 (filed Dec. 7, 2010) (TracFone Dec. 7 Ex Parte Presentation).

% NATIONAL BROADBAND PLAN at 173. According to some, mobile phones are becoming more essential than
landline phones for low-income consumers. See, e.g., Hauge et al., supra note 50, at 2. Pre-paid wireless offerings
are often preferred by low-income or unemployed/under-employed consumers because they enable consumers to
better manage expenses. See, e.g., Nexus Comments onTracFone Link Up Petition, at Attach. 1, 6 (Declaration of
August Ankum and Olesya Denney, QSI Consulting).

7 See supra Chart 1.

! See Universal Service Administrative Company, 1Q 2012 Filing, Appendices at LI04 (Quarterly Low-Income
Disbursement Amounts by Company (3Q2011), available at http://www.usac.org/about/governance/fcc-
filings/2012/quarter-1.aspx. For the first three quarters of 2011, two ETCs that operate as prepaid wireless resellers,
TracFone, and Virgin Mobile, together account for 40.8% of program support as of year end 2011. See id.

72 See Universal Service Administrative Company, 1Q Filing, Fund Size Projections for First Quarter 2012, at 19
(Nov. 2, 2011), ,available at http://www.usac.org/about/governance/fcc-
filings/2012/Q1/10Q2012%200Quarterly%20Demand%20Filing.pdf (detailing that USAC projects total annual 2012
Link Up support to be approximately $183.48 million); USAC 2011 Support Amounts Letter at 3; 2011 Monitoring
Report at Table 2-2.

7 Lifeline and Link Up NPRM, 26 FCC Red at 2783, para 32. In 2007, the Commission adopted measures to
improve the efficiency and effectiveness of the program and noted that the key goal of the Lifeline program was to
increase phone service subscribership among low-income households. The Commission did not, however, adopt
comprehensive performance goals for the Low Income program at that time because it did not have sufficient data
available to determine what those goals should be. Comprehensive Review of the Universal Service Fund
Management, Administration, and Oversight et al., WC Dkt. No. 05-195 et al., Report and Order, 22 FCC Red
16372, 16394-95, paras. 50-51 (2007) (2007 Comprehensive Review Order).
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performance measures for the low-income program, it had not quantified its goal of increasing telephone
subscribership among low-income households and had not developed and implemented specific outcome-
based performance goals and measures for the program.” In the Lifeline and Link Up NPRM, the
Commission sought comment on program goals and measures related to ensuring low-income Americans
have access to voice and broadband service while minimizing the size of the program.”

25. Clear performance goals and measures will enable the Commission to determine whether
Lifeline is being used for its intended purpose and is accomplishing the program’s objectives. We adopt
the following performance goals for both voice and broadband, as well as associated measurements,
reflecting our ongoing commitment to preserve and advance universal service: (1) ensure the availability
of voice service for low-income Americans; (2) ensure the availability of broadband service for low-
income Americans; and (3) minimize the contribution burden on consumers and businesses.

26. While we adopt separate goals for voice and broadband service today, we are mindful of
the emergence of voice capability offered as an application over broadband service.”” A significant and
growing number of consumers are subscribing to broadband service in the home and for mobile devices.
Some consumers also are using over-the-top voice offerings such as Skype and Google Voice, with their
broadband connections for some, if not all, of their voice service needs.”” As the market evolves towards
“voice as an application” over broadband service, we believe it is appropriate for the Commission to
examine in the future whether it is appropriate to retain separate goals for voice and broadband service.

A. Ensure the Availability of Voice Service for Low-Income Americans

27. Goal. We adopt as our first goal ensuring the availability of voice service for low-
income Americans. We find that this goal helps effectuate Congress’s universal service directives in
sections 254(b)(1) and 254(b)(3) of the 1996 Act that quality services should be available at affordable
rates and to consumers throughout the nation.”™

28. We note that “availability” of voice service includes, but is a broader concept than, the
physical deployment of voice networks. Consistent with the Commission’s proposals in the Lifeline and
Link Up NPRM, we find that voice service is only available to low-income consumers to the extent that it
is affordable.”

29. Measurements. We will evaluate progress towards our first goal by measuring the extent
to which low-income consumers are subscribing to voice service, based on the Census Bureau’s Current

2010 GAO REPORT at 24-26.
> See Lifeline and Link Up NPRM, at 2783, 2786, paras. 34, 43-45.
76 See USF/ICC Transformation Order and FNPRM, FCC 11-161 at para. 750.

77 See id. at n.1320 (noting that the transition to bill and keep will result in the development and extension of a “wide
range of IP calling services” including Google Voice and Skype, “a process that may ultimately result in the sale of
broadband services that incorporate voice at a zero or nominal charge”).

47 U.S.C. § 254(b)(1), (b)(3); see also Lifeline and Link Up NPRM, 26 FCC Red at 2780, para 29 (noting that
Section 254 includes principles that “services should be available at ‘just, reasonable and affordable’ rates, and that
consumers in all regions of the nation, including low-income consumers, should have access to telecommunications
and information services that are reasonably comparable to services in urban areas at reasonably comparable rates”).

 In the NPRM, we proposed availability and affordability as separate goals. See Lifeline and Link Up NPRM, 26
FCC Red at 2784, 2785-86, paras. 36, 42, 43. There was substantial support in the record for both concepts. See,
e.g., Consumer Groups Comments at 13-14, GCI Comments at 13-14. We agree with commenters that both
concepts are important, but find that ensuring voice service is affordable is a component of ensuring it is available.
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Population Survey (CPS) penetration data.*® We find that subscription rates are a reasonable proxy for
availability generally. Because subscription rates show the extent to which low-income consumers
subscribe to voice service, they provide a reasonable indication that service is in fact available — i.e,,
sufficiently robust and affordable and there are sufficient networks in place — to serve those consumers."’

30. We therefore adopt as an outcome measure for our first goal the voice service penetration
levels of low-income households.*> Progress towards our goal of ensuring the availability of voice
service to low-income consumers will be indicated by a narrowing of the difference between this outcome
measure and the voice service penetration levels of non-low-income households. We conclude that
comparing penetration levels for low-income households and the “next-highest income” bracket is the
correct approach to evaluating the extent to which the Lifeline program is succeeding in mitigating the
effects of low income as a barrier to telephone service subscription.®

31. There are several plausible ways of defining “low-income” and the ‘“next-highest
income” bracket. For example, “low-income” could be defined as households at 0 to 135 percent of the
FPG, and the “next-highest income” bracket could be households at 135 to 175 percent of the FPG (which

%0 We note that, under CPS’s survey methodology, all consumers of voice service, including those consumers who
may only subscribe to broadband along with “over the top” VoIP service, would be counted as having voice service
“available.” See 2010 WCB SUBSCRIBERSHIP STUDY.

81 See USF-ICC T ransformation Order and FNRPM, FCC 11-161 at para. 50 (“The first performance goal we adopt
is to preserve and advance voice service.... As a performance measure for this goal, we will use the telephone
penetration rate, which measures subscription to telephone service. The telephone penetration rate has historically
been used by the Commission as a proxy for network deployment and, as a result, will a consistent measure of the
programs’ effects.””). Consumers, including low-income consumers, may not subscribe to a service if it is not of
sufficiently high quality and does not provide the features that they need, because consumers face transaction costs
in obtaining even free Lifeline service.

%2 Some ETCs and other commenters argue that, pursuant to the Commission’s first goal, the Commission should
promote and measure the availability of voice service for every person, not just every household. See GCI
Comments at 13; Cricket Comments at 2. However, because we adopt a one-per-household rule below and the
census data is only available on the household level, we decline to adopt this approach.

% The record reflects disagreement regarding the standard the Commission should use for a comparison of
penetration rates. While there is some support for the Commission’s proposal in the Lifeline and Link Up NPRM to
compare the voice penetration rates of low-income households eligible for low-income support with penetration
rates of households in the next highest income group, others suggest a different approach. For example, some
commenters argue for a comparison of the voice penetration rate for low-income households to the penetration rate
for all other households. Compare GCI Reply Comments at 11-12 (“GCI and others support the FCC’s proposal to
establish, as an outcome measure of the first performance goal (availability), the difference between voice service
subscribership rates for low-income households eligible for the Lifeline and voice subscribership rates for the
households in the next higher income level”) with Consumer Groups at 15 (arguing that the Commission should
compare the penetration rate of low-income consumers o all other consumers). We do not adopt a comparison of
the penetration rates of low-income households to all other households because we believe such a measurement
would not be consistent with our goals. Penetration rates for the highest income households are significantly higher
than the penetration rates of households between, for example, 135 percent and 175 percent of the poverty line. See
2011 MONITORING REPORT at Chart 3.2. Therefore, the average penetration rate of all households above 135
percent of the poverty line is higher than the average penetration rate for households between 135 percent and 175
percent of the poverty line. If the Commission compared and adopted as an outcome measure the equalization of the
penetration rates of low-income households to all other households, the low-income penetration rate target would
always be higher than penetration rate for households in the next higher income bracket. Such an outcome measure
would imply that Commission favors higher telecommunications penetration for low-income consumers than for the
next highest income group. No party argued explicitly for such an approach and we do not believe that it is
consistent with our goal to ensure the availability of voice service for low-income Americans.
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may include some Lifeline subscribers) or households at 175 percent to 200 percent of the FPG (which
would be less likely to include Lifeline subscribers). We recognize that there may be trade-offs with any
approach adopted. We therefore delegate authority to the Bureau to define “low-income” and the “next-
highest income” bracket for the purpose of comparing penetration rates that balances the goal of
accurately measuring the impact of the Lifeline program with administrative feasibility.*

32. We decline to adopt the take rate of the program as the outcome measure for our goal of
ensuring voice service availability to low-income consumers.® The goal of the program is to increase the
availability of voice service, which we will measure through the extent to which low-income consumers
subscribe to phone service. This measure is more directly relevant to this goal than the take-rate of the
Lifeline program.*

B. Ensure the Availability of Broadband Service for Low-Income Americans

33, Goal. As we recently did for the high-cost fund in the USF/ICC Transformation Order
and FNPRM, we establish an express broadband service goal for Lifeline, in addition to Lifeline’s voice
service goal. We adopt as our second program performance goal ensuring the availability of broadband
service for low-income Americans. We find that this goal implements Congress’s directives in sections
254(b)(2) and (b)(3) that all consumers, including low-income consumers, should have access to
information services, and is consistent with the Recovery Act and the National Broadband Plan’s
recommendations.”’” There is also substantial support in the record for this goal.*® It also implements
Congress’s direction in section 706 of the Telecommunications Act of 1996 that we “utiliz[e] ...

¥ We conclude that it is important to measure telephone penetration for low-income consumers on Tribal lands in
light of the unique needs of those consumers and the fact that telephone penetration on Tribal lands has historically
lagged telephone penetration for the nation as a whole. However, we do not adopt a separate measurement for low-
income penetration on Tribal lands at this time because the necessary data is not available from the Census Bureau.
For example, the current yearly Census survey sample size on Tribal lands is not sufficiently large to produce a
statistically significant penetration rate for Tribal lands for low-income consumers or the “next-highest” income
bracket. We expect the Bureau to continue to monitor the available Tribal lands telephone penetration data. If data
is sufficient to create a statistically valid estimate of low-income penetration and the “next highest” income bracket
on Tribal lands becomes available, we direct the Bureau to establish a separate measurement for progress towards
our first goal with respect to Tribal lands. We also direct the Bureau to publish Tribal penetration data in its
statistical reports to the extent that such information is reliable and statistically significant.

% See, e. g., IN URC Comments at 9 (arguing for the importance of increasing the take rate).

% Lifeline take rates may change because of exogenous factors (such as business model and marketing by Lifeline
operators) that are unrelated to the design or implementation of the program. See Letter from Dr. George Korn,
Communications Consultant, Rainbow PUSH Coalition, to Marlene H. Dortch, Secretary, Federal Communications
Commission, at 2 (filed Sept. 23, 2011) (Rainbow PUSH Sept. 23 ex parte Letter) (noting that “45 million
Americans are currently receiving food stamps. This equates to an increase of 64% percent since January 2008”).
Take rates also increase with the size of the benefit available under the program, and Lifeline provides a relatively
small benefit compared to other programs, indicating that at least some consumers will not sign up due to transaction
costs. See Hauge et al., supra note 50, at 8-9.

¥4708.C. § 254(b)(2), (b)(3); 47 U.S.C. 1305; American Recovery and Investment Act of 2009 § 6001(b)(3), 47
U.S.C. § 1305(b)(3) (noting that the purpose of the broadband technology opportunities program is to, among other
things, to provide funding to organizations “to facilitate greater use of broadband service by low-income,
unemployed, aged, and otherwise vulnerable populations); NATIONAL BROADBAND PLAN at XIII (noting a key goal
of the plan is to ensure low-income Americans can afford broadband); Chapter IX (Adoption and Utilization).

88 See, e.g., NASUCA Comments at 8-10; ¢f. Consumer Groups Comments at 16; GCI Comments at 18, 21; NJ
DRC Comments at 8.

6673



Federal Communications Commission FCC 12-11

regulating methods that remove barriers to infrastructure investment.”’

34, For broadband to be “available” to a low-income consumer, a broadband network (or
networks) must have been deployed to the consumer, and the broadband service offered over the network
must be affordable and provide a sufficient level of robustness (e.g., bandwidth) to meet basic broadband
needs. Many low-income consumers cannot subscribe to fixed or mobile broadband because it is not
affordable or does not provide the features that they believe they need at a price they can afford.”® Some
low-income consumers, including some residing on Tribal lands, cannot subscribe to fixed or mobile
broadband because such services are not available in their communities.”’ This understanding of the goal
that we adopt today is consistent with the plain meaning of “available” and is consistent with (although
distinct from) our findings in our recent Broadband Progress Reports, in which we have observed that an
inquiry into availability requires us to examine more than strict physical deployment.”

35. Measurements. As with our first goal, as an outcome measure of the availability of
broadband service to low-income consumers, we adopt the broadband penetration rate of low-income
consumers, i.e. the extent to which low-income consumers are subscribing to broadband. Progress
towards our goal of ensuring the availability of broadband service to low-income consumers will be
indicated by a narrowing of the difference between this outcome measure and the broadband service
penetration levels of non-low-income consumers in the “next highest income” bracket. Also consistent
with our first goal, we delegate authority to the Bureau to define the “low-income” and the “next-highest
income” brackets for the purpose of comparing broadband penetration rates in a way that balances
accuracy with administrative feasibility.” We decline to adopt alternative or additional measures for this
goal at this time for the same reasons discussed above with respect to voice service.”

¥470US8.C. § 1302(a). As discussed in paragraph 332, infra, we do expect federal support for low-income
consumers’ purchase of broadband services to remove barriers to infrastructure investment.

P See, e. 2., John Horrigan, Federal Communications Commission, Omnibus Broadband Initiative, Broadband
Adoption and Use in America 3-7 (OBI Working Paper No. 1, 2010) (Broadband Adoption and Use in America),
available at http://hraunfoss.fcc.gov/edocs_public/attachmatch/DOC-296442A1.pdf.

! See Improving Communications Services for Native Nations, CG Dkt. No. 11-41, Notice of Inquiry, 26 FCC Rcd
2672,2673, para. 1 (2011) (Native Nations NOI).

%2 See 2011 Seventh Broadband Progress Report, 26 FCC Red at 8020-21, paras. 18-20.

% We note that NTIA, in cooperation with the Census Bureau, currently publishes information on broadband
penetration by income level. See EXPLORING THE DIGITAL NATION, supra note 47. We also note that the Census
Bureau, in consultation with the Commission, is developing questions regarding broadband adoption for possible
inclusion in the American Community Survey starting in 2013. See Proposed Information Collection; Comment
Request; The American Community Survey 2013 Content Changes and Internet Response Mode, 76 Fed Reg. 81474
(Dec. 28, 2011). The ACS currently collects information on income level and the Bureau, may, as necessary,
analyze the broadband data sets in context with other social, housing, and economic data available from the ACS.

% As with telephone penetration, we conclude that it is important to measure broadband penetration for low-income
consumers on Tribal lands in light of the unique needs of those consumers and the fact that broadband penetration
on Tribal lands has historically lagged behind broadband penetration for the nation as a whole. However, we do not
adopt a separate measurement for low-income broadband penetration on Tribal lands at this time because, as with
telephone penetration, the necessary data is not available from the Census Bureau or NTIA. If data sufficient to
create a statistically valid estimate of low-income broadband penetration and the “next highest” income bracket on
Tribal lands becomes available, we direct the Bureau to establish a separate measurement for progress towards our
second goal with respect to Tribal lands. We also direct the Bureau to publish Tribal broadband penetration data in
its statistical reports to the extent that such information is reliable and statistically significant.
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36. As with our first goal, we do not find that it is appropriate at this time to establish a
minimum standard of robustness or measure the extent to which low-income consumers are purchasing
broadband service which meets such a standard. This approach is consistent with the purpose of the
Lifeline program, namely to offset the cost of services purchased by low-income consumers, rather than
the network provider’s cost to construct a network.” In the USF/ICC Transformation Order and
FNPRM, the Commission adopted a speed benchmark for fixed broadband provided by CAF recipients.
The purpose of the benchmark is to ensure that the fixed networks funded will be capable of providing a
particular level of service, but carriers can offer, and consumers can purchase, a lower (or higher) level of
fixed or mobile broadband service if they so choose.”® As part of the broadband pilot program described
below, we will collect information regarding affordability and the robustness of broadband available to
low-income consumers. We will revisit whether standards for the robustness for service broadband for
low-income households are appropriate when we have a better understanding of the factors driving
broadband adoption among low-income consumers.

C. Minimize the Contribution Burden on Consumers and Businesses

37. Goal. We adopt as our third program performance goal minimizing the contribution
burden on consumers and businesses. This goal is consistent with our longstanding recognition that our
efforts to advance universal service must be balanced against the universal service contribution burden on
all consumers, particularly those consumers who are just above the threshold of “low-income” that we
adopt as a uniform floor for the program in this Order.”’ Indeed, as the Commission has found and the
courts have recently reiterated, if the universal service burden is too high, the affordability of service will
be placed in jeopardy, undermining the very purpose of the universal service program.”®

38. Consistent with this third goal, at this time, we decline to distinguish between fixed and
mobile services in our goals of ensuring the availability of voice and broadband service to low-income
Americans. The Lifeline program is designed to ensure that low-income Americans remain connected to
essential communications while minimizing the contribution burden on all other Americans so that the
broader goals of universal service are not jeopardized. While low-income consumers may derive utility
from both fixed and mobile services, we find that our combined goals are best satisfied by ensuring that
Lifeline affords consumers a choice to determine which of the communications offerings is essential for
them—either fixed or mobile service.”

39. Measurements. In the Lifeline and Link Up NPRM, the Commission sought comment on
several metrics to measure progress towards increasing the efficiency of the program and the elimination

% See MTS and WATS Market Structure Report and Order, 50 Fed. Reg. at 941-42 (noting that the purpose of the
Lifeline program is to offset the cost of an increased SLC on low-income consumers).

% See USF/ICC Transformation Order, FCC 11-161, at para. 94.

*7 For example, the burden of a particular contribution factor is greater on a household between 135 percent and 175
percent of the federal poverty guidelines than on a household at 300 percent of the federal poverty guidelines.

% See, e.g., Vermont Pub. Serv. Bd. v. Fed. Commc’n Comm’n, 661 F.3d 54, 65 (D.C. Cir. 2011) (finding that, in the
context of section 254, “as the Commission rightly observed, it has a responsibility to be a prudent guardian of the
public’s resources.”); Universal Service First Report and Order, 12 FCC Rcd at 8845-46, para. 125; see also High-
Cost Universal Service Support et al., CC Dkt. No. 96-45, Order on Remand and Memorandum Opinion and Order,
25 FCC Rcd 4072, 4087, para. 28 (2010) (stating that “if the universal service fund grows too large, it will
jeopardize other statutory mandates, such as ensuring affordable rates in all parts of the country.”).

% We believe that the USF/ICC T ransformation Order and FNPRM will increase the reach of fixed and mobile
networks to ensure that both are physically available to consumers. Without such availability, low-income
consumers would have limited choice between fixed or mobile service.
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of waste."”” We find the measures outlined below are appropriate to measure progress towards our third

goal and adopt them.

40. First, the Commission sought comment on whether it should measure the burden the
program places on all consumers over time by measuring the inflation-adjusted Lifeline/Link Up
expenditure per American household.'”" We note that we recently adopted a similar measure with respect
to the high-cost program in the USF/ICC Transformation Order and FNPRM."” We adopt the proposed
measure, which will divide the total inflation-adjusted expenditures of the low-income program each year
by the number of American households and express the measure as a monthly dollar figure. This
calculation will rely on publicly available data and will therefore be transparent and easily verifiable.
Through this measure and the similar measures adopted in the USF/ICC Transformation Order and
FNPRM, we will be able to determine whether the overall universal service contribution burden is
increasing or decreasing for the typical American household.'”

41. Second, the Commission sought comment on whether it should monitor the extent to
which the actions we take in this Order will eliminate waste, fraud, and abuse—factors that increase the
burden on contributors without a countervailing benefit.'"™ In the NPRM, the Commission proposed
establishing an erroneous payments benchmark and focusing on keeping erroneous payments below that
benchmark.'” Commenters disagree on whether such a benchmark is appropriate.'” We expect that the
duplicates database adopted in this Order will eliminate a substantial amount of payments to ineligible
and duplicative subscribers.'”” It is appropriate to measure the extent of savings from elimination of these
duplicative payments. We delegate authority to the Bureau to determine the detailed design and
implementation of this calculation.

42. Third, the Commission inquired whether there is a way to measure increases in the
percentage of low-income voice subscribership relative to the amount of funding spent per household
receiving a Lifeline subsidy.'”™ Such a comparison would be an appropriate measure to determine if
Lifeline funding is being used consistent with our third goal. We will make such a comparison by
examining the relationship between the aggregate spending on the low-income program and changes in
low-income penetration rates. We delegate to the Bureau the authority to determine the detailed design

1% Lifeline and Link Up NPRM, 26 FCC Red at 2785, paras. 38-41.
1% See id. at 2785, para. 38.

192 See USF/ICC Transformation Order and FNPRM, FCC 11-161 at para 58.

1% For example, in 2010, this was $0.95 per household per month. See Lifeline and Link Up NPRM, 26 FCC Red at
2785, para. 38.

1% See Lifeline and Link Up NPRM, 26 FCC Rcd at 2875, para 39.

105 .
See id.

1% See GCI Comments at 16 (“The FCC’s proposed performance measure suggests that the FCC should conclude

that funding is excessive if the number or percentage of ineligible subscribers surpasses a certain threshold—even
though the ETCs that provide Lifeline service have no choice when it comes to providing service to consumers who
self-certify their eligibility and also cannot tell if individual consumers subscribe from more than one provider.”); NJ
DRC Comments at 16.

197 Consumer Cellular Comments at 6 (“Most importantly, all of the Commission’s goals—to maximize the value of
the fund to low income consumers, to maximize the efficiency of fund administration, and to eliminate the potential
for waste, fraud, and abuse—can be realized as the natural and expected consequence of expeditiously moving to
implement the database described in Section VII of the NPRM.”).

1% See Lifeline and Link Up NPRM, 26 FCC Red at 2785, para 40.
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and implementation of this calculation.

43. Using the adopted goals and measures, the Commission will, as required by the
Government Performance and Results Act (GPRA), monitor the performance of our low-income program
as we implement the changes outlined in this Order.'” If the program is not meeting these performance
goals, we will consider corrective actions. Likewise, to the extent that the adopted measures do not help
us assess program performance, we will revisit them as well. We recognize that the many rule changes
and reforms in this Order may affect the ongoing utility of these goals and measures. We therefore may
need to adjust the goals and measurements adopted here once the Commission, consumers, ETCs, and
other stakeholders have had experience with the revised rules.

Iv. VOICE SERVICES ELIGIBLE FOR DISCOUNTS

44, Background. In 1997, pursuant to section 254 of the Act, the Commission established
nine services supported by the federal universal service mechanisms, including the low-income
program.'"® In light of the changes in technology and in the marketplace, the Commission sought
comment in the USF/ICC Transformation NPRM on simplifying the core functionalities of the supported
services into the overarching concept, “voice telephony service.”''' Subsequently, in the Lifeline and
Link Up NPRM, the Commission sought comment on similarly amending the definition of “Lifeline”
supported services in section 54.401 to provide support for “voice telephony service.”' >

45. In the USF/ICC Transformation Order and FNPRM, the Commission eliminated its
former list of nine supported services and amended section 54.101(a) of its rules to specify that “voice
telephony service” is supported by the federal universal service mechanisms.'””> The Commission found
this to be a more technologically neutral approach that focuses on the functionality offered, and not on the
specific technology used to provide the supported service, while allowing services to be provided over
any technology platform."* In adopting the new definition of “voice telephony,” the Commission
eliminated certain services and functionalities from the list of supported services, consistent with its
findings regarding the evolution of the marketplace.'"

19 1f the Commission identifies an outcome as a “priority goal,” then it must review progress quarterly. Otherwise
performance must only be reviewed annually. See 31 U.S.C. §§ 1116, 1120-1121, as amended by GPRA
Modernization Act of 2010, Pub. L. No. 111-352 §§ 4-5 (2010). Agencies are currently working with OMB to
define their priority goals, which will be published in February 2012.

M47U0S.C. § 254(c)(1); 47 C.F.R. §§ 54.101(a)(1)-(9), 54.401(a)(3). At that time, the Commission defined the
supported services in functional terms to encompass voice grade access to the public switched network; local usage;
dual tone multi-frequency (DTMF) signaling or its functional equivalent; single-party service or its functional
equivalent; access to emergency services; access to operator services; access to interexchange service; access to
directory assistance; and toll limitation to qualifying low-income consumers. See Universal Service First Report
and Order, 12 FCC Rcd 8776 at 8810, para. 61.

" Connect America Fund et al., WC Dkt. No. 10-90 et al., Notice of Proposed Rulemaking and Further Notice of

Proposed Rulemaking, 26 FCC Rcd. 4554, 4590, para. 96 (2011).

Y12 See Lifeline and Link Up NPRM, 26 FCC Red at 2843, paras. 239, 243.

'3 See USF/ICC Transformation Order and FNPRM, FCC 11-161 at para. 78.

4
"5 Id. at para. 77 & n.114. To more clearly reflect the Commission’s intent to specify the attributes of “voice
telephony” in the new definition, the Commission subsequently further revised section 54.101 on its own motion to
eliminate language stating that voice telephony service “include[s] certain functionalities” to eliminate the
possibility that the list could be interpreted as non-exhaustive. See Connect America Fund et al., WC Dkt. No. 10-
90 et al., Order on Reconsideration, FCC 11-189, para. 3, n. 8 (rel. Dec. 23, 2011) (USF/ICC Transformation Order
(continued....)
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46. In 2005, the Commission concluded that an applicant seeking ETC designation by the
Commission must demonstrate that it offers local usage comparable to that offered by the incumbent
LEC."® 1In its 2010 Joint Board Recommended Decision, the Joint Board urged the Commission to
consider prepaid wireless Lifeline issues, including the need for minimum standards of service for
Lifeline recipients.''” Additionally, the National Association of State Utility Consumer Advocates
(NASUCA) adopted a resolution recommending that the Commission consider establishing minimum
standards of service for pre-paid wireless Lifeline service, expressing concerns that “free” Lifeline calling
plans offered by some wireless ETCs include limited usage minutes and require subscribers needing
additional minutes to purchase those minutes from the carrier, and indicating that it is not evident whether
such calling plans offer local usage comparable to available incumbent carriers’ calling plans.''®
Accordingly, the Commission sought comment on adopting minimum standards for al/l ETCs offering
Lifeline service.'"

47. Discussion. We now update the definition of Lifeline to be consistent with our newly
revised definition of the supported service as “voice telephony service.”'*” As we recently noted in the
USF/ICC Transformation Order and FNPRM, voice telephony may be provisioned over broadband (IP-
enabled) networks.'”’ By updating the definition, we allow carriers to provide service using new
technologies that will result in additional options and benefits to Lifeline consumers. At this time, we do
not find it necessary to require ETCs that offer service at no charge to Lifeline subscribers to adhere to
additional service requirements.

48. Consistent with our recent amendment to section 54.101, eligible Lifeline telephony
services therefore must provide voice grade access to the public switched telephone network or its
functional equivalent; minutes of use for local service provided at no additional charge to end users;'*
access to emergency 911 and enhanced 911 service to the extent the local government in an eligible
carrier’s service area has implemented 911 or enhanced 911 systems; and toll limitation at no charge to
qualifying low-income consumers subject to the requirements and limitations discussed more fully

(Continued from previous page)
on Reconsideration).

"8 Federal-State Joint Board on Universal Service, CC Dkt. No. 96-45, Report and Order, 20 FCC Red 6371, 6380,
para. 20 (2005) (ETC Designation Order).

"7 2010 Joint Board Recommended Decision, 25 FCC Red at 15627, para. 80.

'8 National Association of State Utility Consumer Advocates, Resolution 2010-02, Calling for Reform of the
Lifeline Program, Including Reform for Prepaid Wireless Lifeline Services, at 2-3 (June 15, 2010) (NASUCA
Resolution).

"9 Lifeline and Link Up NPRM, 26 FCC Red at 2817, para. 253 (inquiring whether the Commission should establish
national parameters for a basic Lifeline service).

120 See USF/ICC Transformation Order on Reconsideration, FCC 11-189 at para. 3. In response to the Lifeline and

Link Up NPRM, some commenters supported amending the definition of Lifeline to provide support for “voice
telephony service.” See Cricket Comments at 15-16; Florida PSC Comments at 29.

121 See USF/ICC Transformation Order and FNPRM, FCC 11-161 at para. 63 (explaining how consumers are

increasingly obtaining voice services over broadband networks as well as over traditional circuit switched telephone
networks).

122 We note that the Vermont Public Service Board has filed a Motion for Clarification regarding this aspect of the

definition adopted in the USF/ICC Transformation Order and FNPRM, which will be addressed after receipt of
public comment on this petition. See Vermont Public Service Board Motion For Clarification, WC Dkt. No. 10-90
et al., at 3 (filed Dec. 28, 2012).
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below.'” As explained in the USF/ICC Transformation Order and FNPRM, this approach simply shifts
to a technologically neutral approach by defining supported services in functional terms, ensuring that
voice service can be provided over any platform."** Under this revised definition of Lifeline, we expect
low-income consumers will receive the same quality voice service that they receive today.'”

49. In the USF/ICC Transformation Order and FNPRM, the Commission noted that many
providers do not distinguish between local and long distance usage, and concluded that carriers may
satisfy the obligation to provide local usage via service offerings that bundle local and long distance
minutes. We conclude this finding is also applicable to Lifeline service offerings.'*® We therefore
conclude that it is appropriate to eliminate the “local” qualifier from the current definition of Lifeline,'*’
and we amend section 54.401 of our rules as provided in Appendix A of this Order.'”® We also note that,
as discussed more fully below, ETCs are not required to offer toll limitation service to low-income
consumers if the Lifeline offering provides a set amount of minutes that do not distinguish between toll
and non-toll calls."” We make both of these changes in recognition of the changing way services are
provided in today’s marketplace.

50. While we applaud the work the states have done to require pre-paid ETCs to offer a
minimum set of monthly minutes, we do not find it necessary to impose minimum federal service
standards. To the extent possible, service standards should be determined by the communications
marketplace.”’ Based on the record, the market is increasing the number of minutes that pre-paid

12 See infra section VIL.B (discussing the requirements and limitations of toll limitation service).

124 See USF/ICC Transformation Order and FNPRM, FCC 11-161 at paras. 77-78.

123 See Windstream USF/ICC T ransformation NPRM Comments at 20 (urging Commission to amend the definition

of supported services to focus on functionality offered, not the specific technology used to provide supported
services). Some commenters, however, argue that the term “voice telephony” is too vague, and that such a
modification may result in a lower standard of voice service despite the fact that many consumers already receive
voice service over broadband networks. See Alaska Commission Reply Comments at 8-9 (arguing that redefining
the currently supported services could lead to lower standards for voice services); NASUCA Comments at 26-27
(stating that the term “voice telephony” is unnecessarily vague); NJ DRC Comments at 24; compare AT&T
USF/ICC Transformation NPRM Comments at 10 (noting that circuit-switched networks are rapidly yielding to
packet-switched networks, which offer voice as well as other types of services as demonstrated through significant
increase in VolP subscriptions).

126 See revised section 54.401(a) of the Commission rules (defining Lifeline as amended in this Order).

2" Distinctions between local and long distance calling are becoming irrelevant in light of flat rate service offerings

that do not distinguish between local and long distance calling. Lifeline and Link Up NPRM, 26 FCC Rcd at 2844,
para. 242; FL PSC Comments at 29 (supporting amendment to replace “basic local service” with the term “voice
telephony service” based on changes in the marketplace); but see OH PUC Comments at 23 (supporting redefining
Lifeline and maintaining “local” qualifier in the new definition).

128 See USF/ICC Transformation Order on Reconsideration, FCC 11-189, para. 3. Revised section 54.401(a)(3)
states: “That provides voice telephony service to subscribers as provided in § 54.101(a).”

12 See infra section VILB. In the event a Lifeline-only ETC provides to subscribers a set amount of “all distance”

minutes whereby the subscriber can make local or toll calls without incurring additional charges, that Lifeline-only
ETC does not meet the “facilities” requirement of section 214(e)(1)(a) if the only facilities used enables a subscriber
to access a call center to purchase additional minutes when the set amount of all distance minutes are exhausted.
Likewise, if the subscriber must purchase additional minutes to make international calls, such facilities used by the
ETC to permit the subscriber to purchase additional international minutes cannot be relied upon to meet the facilities
requirement of section 214.

130 See Sprint Comments at 17; see also TracFone Comments at 40.
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wireless ETCs are offering. For example, TracFone initially provided approximately 68 minutes of
airtime per month to subscribers, but due to competition from other providers, it now provides up to 250
minutes a month. As soon as another wireless ETC began offering Lifeline programs that included 200
free monthly minutes, TracFone reassessed its offerings and added a new 250 minute calling plan."’
TracFone notes that within days of announcing its revised calling plan, competing ETCs increased their
service offerings to include 250 minutes."”> Our determination not to impose minimum federal service
requirements is consistent with the USF/ICC Transformation Order and FNPRM, where we noted that the
Commission has never prescribed a minimum amount of local access minutes, and therefore declined to
do so in that Order."””® The Commission will monitor service levels and if necessary, reassess the need to
establish minimum service requirements for Lifeline providers.”* While we do not adopt minimum
service requirements for any ETCs offering Lifeline service, we expect all ETCs to continue to offer low-
income subscribers innovative and sufficient service plans.

V. SUPPORT AMOUNTS FOR VOICE SERVICE

51. Background. In the Lifeline & Link Up NPRM, the Commission sought comment on
whether there is a more appropriate reimbursement framework than the current four-tier system for
determining federal support amounts for Lifeline."”> The Commission asked whether it should adopt a
different framework for carriers that do not charge a subscriber line charge or that do not allocate their
costs between the intrastate and interstate jurisdictions.'*

Bl See TracFone Comments at 40.
132 See id.

13 See USF/ICC Transformation Order and FNPRM, FCC 11-161 at para. 78 n.115.

134 Given both the Commission and states’ shared interest in this matter, we encourage federal and state staff to
continue to share information regarding ETCs matters, including ETC service levels. Section 54.401(d) requires
newly designated ETCs to provide information to USAC demonstrating that their Lifeline plan meets the
requirements of the Lifeline rules prior to receiving reimbursement. We amend section 401(d) to specify more
clearly that newly designated ETCs must provide information to USAC about their Lifeline service plans prior to
receiving reimbursement. In the event ETCs choose to offer, as an additional option to low income consumers, the
Lifeline discount to other retail service offerings, including bundles, that are available to the general public, ETCs
are not required to submit the terms and conditions of each such retail service offering to the Commission or USAC,
but rather may provide links to public websites outlining the terms and conditions of such plans. In addition, as set
forth more fully below, see supra section XI1.C, we require all ETCs to submit annually information regarding the
terms and conditions of the Lifeline plans for voice telephony service offered specifically to qualified low income
consumers through the program during the previous year, including the number of minutes provided and whether
there are additional charges to the consumer for service including minutes of use and/or toll calls.

133 See Lifeline & Link Up NPRM, 26 FCC Red at 2846, para. 248; see 47 C.F.R. § 54.403.

136 See Lifeline & Link Up NPRM, 26 FCC Red at 2847, para. 249. We note that TracFone filed a petition for
rulemaking and a waiver request in 2009 that raised some of these issues. In its petition for rulemaking, TracFone
sought to amend the definition of Tier One Lifeline support as defined in section 54.403(a)(1). TracFone Wireless,
Inc.’s Petition for Waiver of 47 C.F.R. § 54.403(a)(i), CC Dkt. No. 96-45, Petition (filed May 4, 2009) (TracFone
Tier One Petition). On March 30, 2009, the Commission released a public notice seeking comment on TracFone’s
petition for rulemaking. Public Notice, Report No. 2885, RM-11526 (rel. March 30, 2009),
http://fjallfoss.fce.gov/ects/document/view?id=6520204555. TracFone requested that the Commission detach Tier
One support from the SLC in effect for the ILEC and allow all ETCs to receive the maximum available ($6.50 per
household) in all service areas. TracFone Tier One Petition at 7-10. Additionally, TracFone requested that the
Commission require ETCs claiming the maximum Tier One amount because of the rule amendment to provide an
additional, unreimbursed $3.50 in Lifeline benefits per month. Id. Two parties commented on the proceeding.
YourTel, a small carrier based in Missouri and a participant in the Lifeline program, concurred with TracFone that
Tier One support should be disconnected from the SLC. See YourTel TracFone Tier One Petition Comments at 1.
(continued....)
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52. Lifeline was originally implemented in 1985 to ensure that the federal Subscriber Line
Charge (SLC), imposed in the aftermath of the breakup of AT&T, would not put local phone service out
of reach for low-income households. Since its inception, the amount of support has been tied to the SLC,
a flat monthly charge that incumbent local exchange carriers assess on their subscribers to recover some
of their network costs assigned to the interstate jurisdiction. Support levels for competitive ETCs are
based on the SLC of the incumbent carriers in the relevant service area.

53. Lifeline support today consists of four tiers, each of which must be passed directly from
the ETC to the qualifying low-income consumer in the form of discounts off the subscriber’s monthly
service.”” All ETCs receive Tier One support for each qualifying consumer, which equals the incumbent
local exchange carrier’s Subscriber Line Charge, capped at $6.50."°" Tier Two support provides an
additional $1.75 per month in federal support, which is available in all states and made available to the
ETC if it certifies with USAC that it will pass through the full amount of support to qualifying
consumers.”’ Tier Three support provides an amount equal to one-half the amount of any state-mandated
Lifeline support or Lifeline support otherwise provided by the carrier, up to a maximum of $1.75 per
month in federal support, if the ETC passes through the full amount of support to the consumer.'*’
Finally, Tier Four support provides eligible subscribers living on Tribal lands up to an additional $25 per
month towards reducing basic local service rates.'*' In September 2011, non-Tribal Lifeline subscribers
received an average monthly benefit of $9.25.'**

(Continued from previous page)

YourTel contended that the current Tier One support system is “no longer valid in today’s wireline environment
where niche carriers have higher costs.” Id. The Independent Telephone & Telecommunications Alliance (ITTA)
disagreed, and stated that the Tier One support “is intended to be a proxy for interstate loop costs, and relies upon
the determination that the SLC represents a fair approximation of that amount.” ITTA TracFone Tier One Petition
Comments at 4.

137 See 47 C.F.R. § 54.403; see also Universal Service First Report and Order, 12 FCC Red at 8971, para. 368. The
amount the household pays for phone service depends on the price charged by the carrier for Lifeline service and the
amount of federal Lifeline support that a household receives, which in turn depends in part on the state and (if
applicable) Tribal land in which the household is located. Some ETCs, such as TracFone and Virgin Mobile, offer
service at no charge to customers. The net result is that households pay significantly different amounts for their
Lifeline-supported service dependent upon their Lifeline carrier and in which state they reside.

138 See 47 C.F.R. § 54.403(a)(1). The SLC is a flat, monthly charge that incumbent local exchange carriers assess
directly on end users of telecommunications service to recover a portion of their revenue assigned to the interstate
jurisdiction. Not all ILECs are at the $6.50 cap and the SLC varies among ILECs. Federal-State Joint Board on
Universal Service, CC Dkt. No. 96-45, Further Notice of Proposed Rulemaking and Report and Order, 17 FCC Rcd
3752, 3767, para. 35 n. 81 (2002); USAC, Step 1: Lifeline Support, http://usac.org/li/telecom/step01/Lifeline.aspx
(last visited Feb. 2, 2012).

1947 C.F.R. § 54.403(a)(2). When adopting Tier Two support in 1997, the Commission sought to increase
subscribership in those states that previously did not participate in the program. See Universal Service First Report
and Order, 12 FCC Rcd at 8962-64, paras. 350-53.

14947 C.F.R. § 54.403(a)(3). When adopting Tier Three support in 1997, the Commission sought to increase
subscribership and encourage states to provide matching discounts to eligible consumers. See Universal Service
First Report and Order, 12 FCC Rced at 8963-64, para. 353. We understand that some states do not provide
matching state discounts through explicit support, but rather mandate that the carrier reduce its rates by such
amounts to qualify for Tier Three support.

1147 CF.R. § 54.403(a)(4).

192 See USAC 2011 Support Amounts Letter. Support ranges from a low of $4.25 per month to a high of $10.00 per
month. See id.
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54. Discussion. In order to simplify administration of the program and revise our rules in
light of current marketplace conditions, we now change the Lifeline reimbursement structure for non-
Tribal support and seek further comment in the FNPRM on the establishment of an appropriate amount
for Lifeline reimbursement. Here, on an interim basis, we replace Tiers One, Two and Three with a
uniform flat-rate reimbursement.'**

55. As an initial matter, we find that an incumbent telephone company’s SLC is no longer the
appropriate metric for determining the amount of Lifeline reimbursement.'* 1In particular, the prices
consumers face in the marketplace are what determine affordability and adoption decisions, not the
network costs of the incumbent LEC (the original basis for the SLC).

56. In addition, since the Commission adopted the tiered structure of support in 1997 and
revised it in 2000,'** significant marketplace changes have occurred. Many low-income consumers take
Lifeline service from competitive ETCs, who do not assess SLCs on their subscribers and whose cost
structures are wholly unrelated to the SLC."*® The majority of Lifeline support is provided to wireless
carriers, whose rates are not regulated by the Commission or the states, and who do not participate in
jurisdictional separations.'*’

57. For wireless ETCs, Lifeline support is determined by the SLC of the ILEC in the area
they serve. Given that wireless ETCs typically serve a state with multiple ILECs, it is administratively
burdensome for both the ETC and USAC to determine the correct amount of Tier 1 support. As
commenters note, the variation in the SLC makes it difficult for ETCs to offer rates that apply nationwide
or even to determine the Lifeline discount for a given consumer.'”® For example, in Florida, wireless
carriers such as TracFone and T-Mobile must submit a weighted average of the SLCs that their
subscribers would face if service were purchased from their local ILEC for Tier One reimbursement.'*’
This administrative burden causes wireless carriers to incur significant costs in ascertaining ILEC SLCs
across the ETC’s service area.

143 See, e. 2., Cincinnati Bell Comments at 13-14; COMPTEL Comments at 25; CTIA Comments at 18-19; OH PUC
Comments at 26; AT&T Comments at 3-4, 6; Cricket Reply Comments at 13; Sprint Reply Comments at 2, 12.

144 See, e.g., Cincinnati Bell Comments at 13-14; COMPTEL Comments at 25; CTIA Comments at 18-19; OH PUC

Comments at 26; AT&T Comments at 3-4; Cricket Reply Comments at 13; Sprint Reply Comments at 2, 12. See
TracFone Tier One Petition; YourTel Comments on TracFone Tier One Petition at 1. But see MI PSC Comments at
10; NASUCA Comments at 28.

5 Universal Service First Report and Order, 12 FCC Rcd 8776 at para. 367; 2000 Tribal Lifeline Order, 15 FCC
Red at 12302-03.

146 UNIVERSAL SERVICE ADMINISTRATIVE COMPANY, 2010 ANNUAL REPORT 13 (2011), available at

http://usac.org/about/governance/annual-reports/2010.html. See 47 C.F.R. §§ 69.104, 69.152(d)(1), 69.152(q). The
Commission acknowledged that non-incumbents do not charge SLCs in the Universal Service First Report and
Order, but ultimately opted to require that all ETCs pass Lifeline discounts in the amount of the SLC through to
eligible consumers. See Universal Service First Report and Order, 12 FCC Red at 8970-71, paras. 366-67.

47 U.8.C. § 332.

148 Cincinnati Bell Comments at 13-14; COMPTEL Comments at 25; Cricket Nov. 22 ex parte Letter at 1.
Commenters also point out that the tiered structure complicates comparison of Lifeline plans. CTIA Comments at
19; AT&T Comments at 10.

149 See Universal Service Administrative Company, 1Q 2012 Filing, Appendices at LI 10 (Tier One Amounts

Reported by All Companies - 2Q2011), available at http://www.usac.org/about/governance/fcc-filings/2012/quarter-
1.aspx.
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S8. Given this evolution, there are two aspects of reimbursement that must be changed to
better reflect the realities of the telecommunications marketplace: the structure of the reimbursement
mechanism, be it tiered or flat, and the level of reimbursement. We do not have a basis in the record
before us to determine at this time the appropriate total level of Lifeline support that should be provided
to each low-income consumer to meet our universal service goals established above. However, we agree
with commenters that the current structure based on the SLC and Tiers One through Three is
administratively burdensome and would benefit from simplification. Therefore, we eliminate Tiers One,
Two and Three and replace them with a flat rate. Currently, Tier One support, which is equivalent to the
relevant SLC, ranges from $2.24 per month to $6.50 per month, while Tier Two support ranges from $0
to $1.75 per month, with the vast majority of ETCs receiving the maximum Tier Two support.'”” Tier
Three support ranges from $0 to $1.75 and the average combined support is $9.25. Therefore, on an
interim basis, beginning with April 2012 disbursements, we set the flat rate to the current average amount
of non-Tribal Lifeline support provided today, i.e., $9.25 per line per month."””' This flat rate will be
provided for all subscribers equally, regardless of whether they subscribe to wireline or wireless Lifeline
service, and will significantly simplify administration for ETCs."* 1In the attached FNPRM, we seek
comment on what amount of support should be provided to ETCs over the long term.

59. In the Lifeline and Link Up NPRM, the Commission sought comment on whether Tier
Four support is reasonable or whether it creates a price floor for carriers serving Tribal lands."® We
received little comment on whether Tier Four support is sufficient, excessive, or insufficient. In light of
the limited record on this issue, we decline to make any changes to Tier Four support (i.e., support for
low-income consumers residing on Tribal lands) (hereinafter Tribal Lands support) or its structure at this
time. Therefore, subscribers who receive Tribal Lands support will continue to receive Tribal Lands
support plus the interim flat rate in lieu of Tiers One, Two and Three support.

VI CONSUMER ELIGIBILITY & ENROLLMENT

60. In the 2010 Joint Board Recommended Decision, the Joint Board recommended that the
Commission adopt uniform minimum verification procedures and sampling criteria that would apply to
all ETCs in all states and that the Commission seek comment on adopting uniform minimum program-
and income-based eligibility criteria for ETCs in all states.”® In light of the Joint Board’s
recommendations and the record before us, we adopt uniform eligibility criteria applicable in all states.
We codify a rule limiting Lifeline support to a single discount per household and adopt policies to assist
in the implementation of this rule. We modify the Lifeline certification rules to adopt a uniform set of
requirements that will increase consistency in certification practices across states and encourage
accountability by consumers and ETCs. We also replace the current methodology employed by ETCs to
annually verify consumer eligibility with an annual self-certification of continued eligibility that will
serve as a minimum threshold process to be performed in all states. We take several steps to advance the
availability of Lifeline and Link Up support for low-income consumers living on or near Tribal lands.
We will also continue to encourage coordinated enrollment while placing restrictions on automatic

B0 us4c 2011 Support Amounts Letter.

1 We chose $9.25 per line per month based on September Lifeline reimbursement data from USAC, which is the

latest month in which all ETCs sought reimbursement for Lifeline. We note that this amount is $0.07 higher than
the average 2010 reimbursement amount set forth in the 2011 Monitoring Report at Table 2.3.

132 We note that some ETCs will receive more support under a flat rate of $9.25 per month, and some will receive
less. See 2011 MONITORING REPORT at Table 2.3 (showing a range of support by state.) Regardless, we do not
expect that the interim flat rate reimbursement of $9.25 per month to increase the size of the Fund.

133 Lifeline and Link Up NPRM, 26 FCC Red at 2847, para. 250.

154 See 2010 Joint Board Recommended Decision, 25 FCC Red at 15601, 15607, paras. 8-9, 26.
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enrollment consistent with our measures to eliminate waste. Finally, in order to further modernize the
program, we permit the use of electronic signatures, including interactive voice responses, for the
purposes of consumer certification.

61. The specific eligibility and certification requirements adopted below are a minimum floor
for determining and verifying consumer eligibility for the federal Lifeline program. The rules we adopt in
this Order are a core set of requirements necessary to make the program more accountable and to ensure
that the program operates efficiently and effectively. State commissions may include additional
qualifying eligibility criteria and impose additional certification requirements that they believe are
necessary to ensure that ETCs are using support consistent with the statute and our implementing
regulations, so long as those additional reporting requirements do not create burdens that thwart
achievement of the objectives of our universal service policies and regulations, including those set forth in
this Report and Order, or otherwise conflict with federal law.

A. Uniform Eligibility Criteria

62. Background. Today, eligibility requirements for the Lifeline program vary from state to
state."> Lifeline eligibility is based upon participation in certain means-tested programs and, in most
states, upon income. The federal default Lifeline eligibility criteria—which apply in eight states and two
territories (i.e., “federal default states”)—require consumers to either: (1) have a household income at or
below 135 percent of the Federal Poverty Guidelines;'*® or (2) participate in at least one of a number of
federal assistance programs.”’ Under the current Commission rules, the District of Columbia and the 42
remaining states and three territories with their own programs have established their own eligibility
criteria for the Lifeline program that are based solely on income or factors directly related to income.'®
Many states have adopted eligibility criteria very similar to the federal default criteria,'™ but some states
have not."® This current patchwork of eligibility criteria means that consumers in some states qualify for

5

135 Compare Washington Telephone Assistance Program,
http://www.utc.wa.gov/consumers/telephone/Pages/telephoneAssistanceProgram.aspx (last visited Feb. 2, 2012),
with 47 C.F.R. § 54.409(b), (c) (federal default eligibility criteria). The State of Washington’s Telephone Assistance
Program uses a mix of federal (SNAP, TANF, Supplemental Security Income) and state eligibility criteria (Medical
Assistance, Refugee Assistance, DSHS Chore Services, Community Options Program, and General Assistance).
The phrase “Lifeline program” refers to the federal Universal Service Fund’s Lifeline program.

16 See 47 C.F.R. § 54.409(b). Based on the current Federal Poverty Guidelines for the 48 contiguous states and
Washington, DC, annual income of 135 percent of the guidelines is $14,702 for a one-person household or family;
$19,859 for a two-person household or family; $25,016 for a three-person household or family; and $30,173 for a
four-person household or family. For each additional member of a household above four, $5,157 is added, so for an
eight-person household, the maximum annual income would be $50,801. Annual Update of the U.S. Dep’t. of
Health and Human Servs. Poverty Guidelines, 76 Fed. Reg. 3,367, 3,637-38 (Jan. 20, 2011).

157 Federal programs qualifying consumers for the low-income program are: Medicaid; Supplemental Nutrition
Assistance Program (SNAP), formerly known as Food Stamps; Supplemental Security Income (SSI); Federal Public
Housing Assistance; Low-Income Home Energy Assistance Program (LIHEAP); National School Lunch Program’s
free lunch program; and Temporary Assistance for Needy Families (TANF). Low-income consumers living on
Tribal lands may also qualify by participation in one of several additional assistance programs: Bureau of Indian
Affairs general assistance; Tribally-administered TANF; or Head Start (only those meeting its income-qualifying
standards). See 47 C.F.R. § 54.409(c).

158 47 C.F.R. §§ 54.409, 54.415.

159 Currently, every state, with the exception of Idaho, Virginia, Colorado, and Montana, uses at least four of the
seven programs utilized by the federal default states.

10 For example, Oregon and Colorado do not have income-based Lifeline eligibility, while Ohio sets income

eligibility at 150% of the Federal Poverty Guidelines. Oregon Telephone Assistance Program,
(continued....)
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Lifeline support while similarly situated consumers in states without those same qualifying criteria for the
federal program may not be eligible for federal support.

63. In the 2010 Joint Board Referral Order, the Commission asked the Joint Board “to
undertake a thorough review of the existing consumer eligibility requirements, as well as the certification
and documentation requirements imposed on ETCs.”'®" During its deliberations, the Joint Board
recommended that the Commission seek comment on whether to adopt uniform federal minimum
income- and program-based eligibility standards that would apply in all states, provided that the impact of
uniformity is reasonable.'”® The Joint Board noted that uniform eligibility requirements could be
burdensome on some states in terms of cost and administration, but recognized that such uniformity could
simplify ETC certification of consumer eligibility and may increase program participation.'®® The Joint
Board also recommended that the Commission seek comment on raising the program’s income eligibility
criterion of 135 percent or below of FPG to 150 percent or below of FPG.'**

64. In the Lifeline and Link Up NPRM, the Commission proposed a core set of federal
eligibility eligibility requirements that would apply for the Lifeline program in all states, and sought
comment on permitting states to adopt additional measures that could complement the federal
standards.'®® As recommended by the Joint Board, the Commission also sought comment on raising the
minimum income eligibility to 150 percent.'®

65. Discussion. We amend our rules to require all states to utilize, at a minimum, the income
and program criteria currently utilized by federal default states for the Lifeline program.'®” In so doing,
we establish baseline eligibility requirements for the Lifeline program on top of which states may adopt
additi(?lggal program or income criteria to address the unique circumstances facing consumers in their
states.

66. Uniform eligibility criteria for the Lifeline program will simplify the development of an
eligibility database, an important tool in preventing ineligible consumers from enrolling in the federal

(Continued from previous page)

http://www.oregon.gov/PUC/rspf/otap.shtml (last visited Feb. 2, 2012); Colorado Department of Human Services,
Low-Income Telephone Assistance, http://www.colorado.gov/cs/Satellite/ CDHS-SelfSuff/CBON/1251589753838
(last visited Feb. 2, 2012); OH PUC Comments at 15.

11 2010 Joint Board Referral Order, 25 FCC Red at 5081, para. 6.

122010 Joint Board Recommended Decision, 25 FCC Red at 15601, paras. 8-9.
193 2010 Joint Board Recommended Decision, 25 FCC Red at 15601, paras. 8-9.
14 2010 Joint Board Recommended Decision, 25 FCC Red at 15601, para. 10.
15 Lifeline and Link Up NPRM, 26 FCC Red at 2820-21, paras. 152-56.

1 1 ifeline and Link Up NPRM, 26 FCC Red at 2821-22, para. 157.

197 See 47 C.F.R. § 54.409(a), (b).
168

For example, if a state wishes to adopt participation in a certain federal or state assistance program not included
in the Commission’s list of eligible programs, the state may do so, provided the program is based on income or
factors directly related to income. See Georgia Public Service Commission — Lifeline Assistance Program & Link-
Up Georgia, http://www.psc.state.ga.us/consumer_corner/cc_telecom/advisory/lifeline.asp (last visited Feb. 2,
2012); see also Florida Public Service Commission — Lifeline Assistance and Link-Up Florida Brochure,
http://www.floridapsc.com/utilities/telecomm/lifeline/engbrochure.aspx (last visited Feb. 2, 2012); Kansas
Corporation Commission — Kansas Lifeline Program, http://www.kcc.state.ks.us/pi/lifeline.htm (last visited Feb. 2,
2012); 47 C.F.R. § 54.409 (permitting “narrowly targeted qualification criteria that are based solely on income or
factors directly related to income”).
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program.'® Moreover, together with an eligibility database, uniform eligibility criteria will facilitate the
auditing process because all ETCs will operate under a set of baseline rules.'”’ There is also widespread
support for uniformity of eligibility criteria from various consumer groups, states, and ETCs.'”
Commenters, including consumer advocates and ETCs, agree that uniformity ensures that consumers in
all states have comparable access to the program.'” Currently, ETCs operating in multiple states have to
develop state-specific policies and procedures to ensure compliance with state-specific program eligibility
requirements, but with uniform eligibility requirements, consumers will face more streamlined enrollment
procedures, while there would be fewer regulatory burdens on service providers.'”

67. A few state commissions that commented oppose uniform eligibility criteria for the
federal Lifeline program.'’* One state commission notes that state laws may need to be changed due to
adoption of uniform eligibility requirements.'” Another state commission argues that changing state laws
to implement uniform eligibility criteria would be burdensome.'’® We believe that any increased burden
from the establishment of uniform eligibility criteria for the federal Lifeline program, while not quantified
in the record, may not be substantial. It is important to note that the uniform eligibility criteria we adopt
in this Order only apply to the federal Lifeline program.'”” Thus, a state would only be burdened insofar
as the state has its own Lifeline fund and adoption of uniform eligibility criteria increases enrollment in
that state.'”® For example, if a state does not currently include the Low-Income Home Energy Assistance
Program (LIHEAP) as a program conferring Lifeline eligibility, our adoption of a uniform floor of
eligibility would immediately render that state’s LIHEAP customers eligible for Lifeline, provided those
subscribers were not already enrolled in another qualifying program. If a state were to find that
uniformity increases demand on its own state fund, it could adjust its state Lifeline support per household
without increasing its overall fund size, among other options. The potential for increased costs to states
from our adopting uniform eligibility criteria are further diminished by the fact that many Lifeline-only

19 COMPTEL Comments at 19.
10 COMPTEL Comments at 19-20.

7 AARP Comments at 5-6; Benton/PK/UCC Comments at 5; CA PUC Reply Comments at 6-7; CenturyLink
Comments at 16-18; COMPTEL Comments at 18-19; Conexions Comments at 8; Consumer Groups Reply
Comments at 6-8; Cricket Comments at 11-12; CTIA Comments at 18-19; DC PSC Comments at 4-5; GCI
Comments at 45-46; NASUCA Comments at 20-22; NJ DRC Reply Comments at 26; OH PUC Comments at 14;
Alaska Commission Reply Comments at 12-13.

172 See, e.g., COMPTEL Comments at 18-19; Conexions Comments at 8; AARP Comments at 6.

' CenturyLink Comments at 16 (“Standard minimum criteria should enable easier program administration across
multiple states.”); Cricket Comments at 11 (“Cricket fully supports this proposal, which would create greater
consistency in eligibility and verification requirements nationally. It also would help to eliminate ambiguities in
certain state regulatory frameworks and streamline the administration of Low-Income support programs by ETCs.”);
CTIA Comments at 18.

' FL PSC Comments at 19; MI PSC Comments at 7; MS PSC Comments at 13.

' The Oregon Commission states that “changes in income qualification levels (such as the suggested increase from
135 percent to 150 percent of federal poverty guidelines) will require changes in Oregon law.” OR PUC Comments
at 2.

176 See MI PSC Comments at 7.
747 C.E.R. § 54.400.

178 We note that most states and territories, with the exceptions of Colorado, Montana, Idaho, and Virginia, maintain
eligibility criteria very similar to or more permissive than the federal default criteria.
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ETCs, including TracFone and Virgin Mobile, do not take from state funds.'” Therefore, we conclude

that the benefits of uniformity of eligibility criteria for the federal Lifeline program outweigh any
potential costs to states.'™

68. We decline at this time to adopt a uniform national rule mandating that households with
150 percent of the FPG be eligible for Lifeline/Link Up. The record was mixed on this proposal.’®' We
conclude that we should evaluate the impact of the other changes we adopt today before taking steps that
could increase program demand.

B. One-Per-Household

69. We take several steps to more effectively target low-income support by codifying a one-
per-household requirement, while creating a framework that will more clearly delineate the obligations
and expectations for both qualifying households and ETCs. First, we codify a rule limiting Lifeline
support to a single subscription per household and define “household.” Second, recognizing that there are
instances where multiple households (i.e., families) reside at the same address we implement procedures
to enable applicants in such circumstances to demonstrate at enrollment that other Lifeline recipients
residing at the same address are a separate household. Third, we adopt a requirement that, prior to
providing service to a consumer, an ETC must obtain that consumer’s permanent residential address,
unless they only have a temporary address. Fourth, we codify additional protections to be implemented
by those ETCs that serve consumers without a permanent residential address, in order to assist ETCs in
more easily verifying such consumers’ continued eligibility for the program. Fifth, we clarify that
Lifeline is available to otherwise eligible low-income consumers residing in areas zoned as “commercial”
if the consumer certifies at enrollment that the address of record provided by the consumer is his or her
residential address.

1. Background

70. The Commission previously has stated that eligible low-income consumers may receive
low-income support for “a single line in their principal residence.”'™ This requirement historically was
intended to target support where it was needed most and to maximize the number of Americans with
access to the telephone network. Commonly known as the “one-per-household” limitation, in practice
this requirement has been implemented by providing one Lifeline discount per residential address.'

71. Beginning in 2005, the Commission has on a case-by-case basis permitted non-facilities-

179 Some states do not have or do not assert jurisdiction over wireless carriers, and some states do not have state
funds. Additionally, some ETCs choose not to accept state funds due to attached conditions and ease of
administration.

' In furtherance of our goal of uniformity, we clarify that participants in Medicaid, a qualifying means-tested

assistance program, are eligible for Lifeline even if their Medicaid participation consists solely of assistance in
payment of Medicare Part B premiums.

181 AARP Comments at 6; Benton/PK/UCC Comments at 5; Budget/GreatCall/PR Comments at 6; Conexions
Comments at 8; Consumer Groups Reply Comments at 7; Cox Comments at 9; Keep USF Fair Comments at 2;
MAG-Net Comments at 13-14; OH PUC Comments at 15; Open Access Comments at 2-3. But see One Economy
Comments at 16-17; OR PUC Comments at 2; USTelecom Comments at 8.

182 Iifeline and Link Up, WC Dkt. No. 03-109, Report and Order and Further Notice of Proposed Rulemaking, 19
FCC Red 8302, 8306, para. 4 (2004) (2004 Lifeline and Link Up Order and FNPRM); Universal Service First
Report and Order, 12 FCC Red 8776 at 8957, para. 341.

'8 Some parties dispute that the Commission has ever adopted a one-per-household requirement. See, e.g., CTIA
Comments at 13-16; GCI Comments at 37; AT&T PN Comments at 3. We disagree. As discussed in greater detail
below, the aforementioned orders, see infra para. 76, established such a principle.
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based providers, including prepaid wireless carriers, to obtain low-income support from the Universal
Service Fund."™ When designating certain non-facilities-based wireless carriers as Lifeline-only ETCs,
the Commission has directed those carriers to establish safeguards to comply with the one-per-household
rule, including requiring Lifeline consumers to self-certify under penalty of perjury upon service
activation and then annually thereafter that they are the head of household and only receive Lifeline
supported service from that carrier.'™ The greater availability of Lifeline services from a variety of
providers has increased the likelihood that a residence may receive more than one Lifeline-supported
telephone service.'™ Thus, notwithstanding existing program protections, including certification and
verification requirements,'®’ low-income consumers may be obtaining more than one Lifeline service per
household, either knowingly or unwittingly.

72. In the Lifeline and Link Up NPRM, the Commission proposed to adopt a one-per-
residential address requirement that would limit program support to a single subscription per residence,
with “residence” defined as a U.S. Postal Service address."® The Commission also sought comment in
the NPRM on how best to apply its proposed one-per-residence rule in non-traditional living situations,
such as group living facilities and Tribal communities, in order to ensure that Lifeline is available to such
consumers but also to prevent instances of duplicative support.'®

73. In June 2011, the Commission codified a prohibition on qualifying individual consumers
receiving more than one Lifeline subsidy at a given time."” In August 2011, the Bureau sought additional
comment on limiting Lifeline support to one discount per residential address.""

184 See i-Wireless Forbearance Order, 25 FCC Rcd at 8784; Virgin Mobile 2010 ETC Order, 25 FCC Red at 17797;

Virgin Mobile Forbearance Order, 24 FCC Red at 3381; TracFone Forbearance Order, 20 FCC Red at 15095.

13 See, e. g., Telecommunications Carriers Eligible for Universal Service Support, Federal-State Joint Board on

Universal Service, Conexions Petition for Forbearance, WC Dkt. No. 09-197, CC Dkt. No. 96-45, Order, 25 FCC
Red. 13866, 13871, para. 17 (2010) (Conexions ETC Order); Telecommunications Carriers Eligible for Universal
Service Support, Virgin Mobile USA, L.P. Petition for Designation as an Eligible Telecommunications Carrier, WC
Dkt. No. 09-197, Order, 25 FCC Red. 17797, 17804, para. 20 (2010) (Virgin Mobile ETC Order).

186 Beginning in May 2011, the Commission asked USAC to begin conducting state-specific in-depth data

validations (IDVs) after USAC audits undertaken in the course of ongoing oversight over the Low Income Program
revealed that multiple ETCs were seeking reimbursement for Lifeline service provided to the same individual, and in
some instances, to more than one individual living in the same residence. See 2011 Duplicative Program Payments
Order, 26 FCC Rcd at 9023, para.3. Adoption of a rule clarifying the one-per-household policy will similarly
advance our efforts to eliminate duplicative Lifeline payments and guard against waste, fraud, and abuse.

187 See 47 C.F.R. §§ 54.409, 54.410. For example, currently, certification rules applicable in federal default states

require consumers that receive income-based support to self-certify under penalty of perjury as to their qualification
to receive support and as to the number of individuals in their household. See 47 C.F.R. § 54.410(b). Prior to
designating a wireless carrier as a Lifeline-only ETC, the Commission has required each carrier to take specific
steps to further comply with the single supported service per household rule and establish safeguards to prevent
consumers from receiving Lifeline-supported service from multiple ETCs. See i-Wireless Forbearance Order, 25
FCC Red at 8790, para. 16; Virgin Mobile 2010 ETC Order, 25 FCC Rcd at 17804, para. 21; Virgin Mobile
Forbearance Order, 24 FCC Red at 3387, 3392, paras. 12, 25; TracFone Forbearance Order, 20 FCC Red at
15103-04, para. 18. These requirements are only applicable to Lifeline-only ETCs designated as such by the
Commission, and not state-designated Lifeline ETCs.

188 Lifeline and Link Up NPRM, 26 FCC Red at 2805-08, paras. 106-16.

18 See id. at 2707-10, paras. 113-14, 116-25.

92011 Duplicative Program Payments Order, 26 FCC Red at 9026, para. 7.
' See Lifeline and Link Up Public Notice.
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2. Discussion

74. As an initial matter, we reiterate that under no circumstances may a single consumer
receive more than one Lifeline-supported service.”> We also now codify a rule limiting Lifeline support
to a single subscription per household.'”” We define “household” in a manner consistent with the
definition used in the Low-Income Home Energy Assistance Program, as “any individual or group of
individuals who are living together at the same address as one economic unit.”'** For the purposes of this
rule, an economic unit consists of all adult individuals contributing to and sharing in the income and
expenses of a household.'” In light of extensive comment received in response to the Lifeline and Link
Up NPRM and the Lifeline and Link Up Public Notice, we believe that a one-per-household rule defined
as an economic unit is a reasonable way to ensure that voice and broadband service are available to low-
income consumers while minimizing the contribution burden on consumers and businesses.'”°

Y2 2011 Duplicative Program Payments Order. In this Order, we move the codified restriction from section

54.401(a) to revised section 54.409(c).

193 For commenters supporting a one-per-household rule, see, e.g., Cricket Comments at 8-9; Benton/PK/UCC
Comments at 4; Consumer Groups Reply Comments at 4-5; CA PUC Reply Comments at 3, 5; LCCHR Comments
at 8; NHMC Reply Comments at 1, 3.; Sprint Reply Comments at 1, 8; Letter from John T. Nakahata, Counsel, GCI,
to Marlene H. Dortch, Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al. (filed Jan. 13,
2012) (GCI Jan. 13 ex parte Letter).

1% The U.S. Department of Health and Human Services establishes eligibility for the Low-Income Home Energy
Assistance Program. See 42 U.S.C. § 8622(5). See, e.g., Benton/PK/UCC Comments at 4; Consumer Group
Comments at 18-19; LCCHR Comments at 8; USTelecom Comments at 20.

195 For the purposes of the rule we adopt today, “adults” are persons eighteen years of age or older, and children
living with their parents or legal guardians are considered to be part of their parent or guardian’s household. A
household may include related and unrelated persons. If a low-income consumer has no/minimal income, but lives
with someone else who provides financial support to him/her, the low-income consumer should be considered to be
part of that person’s household. An economic unit consists of adults contributing to and sharing in the income and
expenses of a household. Examples of persons living together at an address that may constitute separate economic
units are multi-generational families living together (e.g., parents living with their adult children) or unrelated adult
roommates. See, e.g., Letter from John T. Nakahata, Counsel, GCI, to Marlene H. Dortch, Secretary, Federal
Communications Commission, WC Dkt. No. 11-42 et al., at Attach. (filed Jan. 23, 2012) (GCI Jan. 23 ex parte
Letter); U.S. Department of Agriculture, Food & Nutrition Service (FNS), Women, Infants and Children (WIC)
Prescreening Tool, Household Size, available at https://stars.fns.usda.gov/wps/pages/household.jsf (stating that a
“household” is everyone who lives in a home (including children) and shares income and household expenses (bills,
food, etc.). They may be related or unrelated) (last visited Feb. 2, 2012); see also Committee on National Statistics,
Division of Behavioral and Social Sciences and Education, National Research Council of the National Academies,
Estimating Eligibility and Participation for the WIC Program: Final Report at 51-52 (Michele Ver Ploeg and David
M. Betson, eds., 2003), available at http://www.nap.edu/openbook.php?record id=10804&page=52; Nebraska
Health & Human Services, Nebraska WIC Program, Family Size/Economic Unit Determination, WIC Procedure
Manual, Volume 1 (Clinic Services & Management), Section D, (1999), available at
http://dhhs.ne.gov/publichealth/Documents/section%20D%20page%204%20Family%20Size%20Determination.pdf;
California WIC Program Manual, Certification, Eligibility Requirement, Determination of Income Eligibility, WIC
210-03 (2009), available at http://www.cdph.ca.gov/programs/wicworks/Documents/ WPM/WIC-WPM-210-03.pdf.

1% There is a wide variety of practices among Lifeline providers today. See, e.g., Letter from John T. Nakahata,
Counsel, GCI, to Marlene H. Dortch, Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al., at
2 (filed Nov. 23, 2011) (GCI Nov. 23 ex parte Letter) (stating that GCI currently employs a nuclear family approach
to a one-per-household limitation under which a consumer is not eligible for service if either anyone else residing
at the consumer's physical address has Lifeline-supported wireline service, or anyone in the consumer's nuclear
family (defined as spouse and minor children) has Lifeline-supported wireless service); Letter from Mitchell F.
Brecher, Counsel, TracFone Wireless, to Marlene H. Dortch, Secretary, Federal Communications Commission, WC
(continued....)
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75. A one-per-household limitation is also consistent with our prior determination that
eligible consumers may receive universal service low-income support for “a single line in their principal
residence,”'”” as well as other existing Lifeline program rules. For example, today, in those states where
eligibility is permitted based on a percentage of income above the FPG, consumers may qualify for
Lifeline based on income level by demonstrating that their household income is at or below 135 percent
of the FPG."® Similarly, as several commenters observe,'”” most of the underlying public assistance
programs on which consumers rely to meet the Lifeline eligibility criteria also are based on a “household
unit.”?”  Because use of the household unit is already well-established, we believe that a one-per-
household rule is a reasonable extension of our current program rules, and is unlikely to cause confusion
among consumers and ETCs.

76. We disagree with those parties who dispute that the Commission has ever adopted a one-
per-household requirement.””’ We believe that the Commission, in prior orders, has established such a
requirement for the Lifeline program.””> We acknowledge, however, that this rule has not been a model
of clarity in the past and may have caused unnecessary confusion among consumers and ETCs. We
thereby remedy this issue today by codifying the one-per-household requirement in our Lifeline program
rules.

77. We also take steps to anticipate and resolve instances where multiple households reside at
the same address. In cases where multiple households reside at an address, including in Tribal
communities and group living facilities, program applicants must affirmatively certify that other Lifeline
recipients residing at that address are part of a separate household, i.e., a separate economic unit that does
not share income and expenses.”” The Lifeline and Link Up Public Notice noted that at least one ETC

(Continued from previous page)

Dkt. No. 11-42 et al., enclosure at 6 (filed Nov. 10, 2011) (TracFone Nov. 10 ex parte Letter) (stating that TracFone
currently limits its Lifeline enrollment to “one-per-residence”). A codified one-per-household rule as described
above will make the Fund size more predictable because all ETCs will be adhering to the same rule.

7 2004 Lifeline and Link Up Order and FNPRM, 19 FCC Red at 8306, para. 4; Universal Service First Report and
Order, 12 FCC Rcd at 8957, para. 341.

198 Section 54.400(f) of the Commission’s rules defines “income” for the purposes of establishing income-based
eligibility for Lifeline as “all income actually received by all members of the household.” 47 C.F.R. § 54.400(f).
See also Annual Update of the 2011 U.S. Department of Health & Human Services Poverty Guidelines, 76 Fed.
Reg. 3,367, 3,637-38 (Jan. 20, 2011) (Federal Poverty Guidelines).

19 See, e.g., AT&T PN Comments at 2; CTIA Reply Comments at 10; Consumer Groups Comments at 19-20;
Benton Foundation Comments at 4; LCCHR Comments at 8.

20 Some examples of federal benefit programs that define “household” or “family” for the purpose of establishing
eligibility include the Low-Income Home Energy Assistance Program (LIHEAP), Supplemental Nutrition
Assistance Program (SNAP), National School Lunch Program (NLSP), Food Distribution Program on Indian
Reservations (FDPIR), and Section 8 Public Housing Assistance.

201 See, e.g., CTIA Comments at 13-16; GCI Comments at 37.

292 See 2004 Lifeline and Link Up Order and FNPRM, 19 FCC Rcd at 8306, para. 4; Universal Service First Report

and Order, 12 FCC Rcd at 8957, para. 341.

23 See Letter from Mitchell F. Brecher, Greenberg Traurig, to Marlene H. Dortch, Secretary, Federal
Communications Commission, WC Dkt. No. 11-42 et al., at 2 (filed June 1, 2011) (TracFone June 1 ex

parte Letter); see also, e.g., CA PUC Reply Comments at 2 (noting that California permits Lifeline support in
situations where multiple, qualified households reside at the same address); Cox PN Comments at 14-15; Letter
from Sindy Y. Yun, Staff Counsel, California Public Utilities Commission, to Marlene H. Dortch, Secretary, Federal
Communications Commission, WC Dkt. Nos. 11-42 et al., Attach. A, at 5 (filed June 28, 2011) (California PUC
Resolution T-17321, discussing California’s Lifeline “roommate rule”) (CA PUC June 28 ex parte Presentation).
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already has procedures in place to comply with a one-per-household limitation in situations where
multiple consumers claim the same U.S. Postal Service address, and sought comment on whether to
require ETCs to implement similar processes to ensure compliance with a one-per-household rule.*”*
Generally, this process allows the ETC to provide Lifeline service to multiple qualified residents at an
address and also comply with the one-per-household limitation. However, some commenters responding
to the Public Notice raised concerns about such an “escalation” process, arguing that the low-income
consumers’ applications will typically be rejected and the consumer must initiate a dispute resolution
process with the ETC to reverse that decision.””” Thus, we find that it is preferable to implement
procedures to enable applicants to demonstrate at the outset that any other Lifeline recipients residing at
their residential address are part of a separate household. This will minimize burdens in resolving
disputes, making it easier for consumers to enroll in the program.

78. As explained below in the database section, upon receiving an application for Lifeline
support, all ETCs must check the duplicates database to determine whether an individual at the
applicant’s residential address is currently receiving Lifeline-supported service.”” The ETC must also
search its own internal records to ensure that it does not already provide Lifeline-supported service to
someone at that residential address. If nobody at the residential address is currently receiving Lifeline-
supported service, the ETC may initiate Lifeline service after determining that the household is otherwise
eligible to receive Lifeline and obtaining all required certifications from the household. If the ETC
determines that an individual at the applicant’s residential address is currently receiving Lifeline-
supported service, the ETC must take an additional step to ensure that the applicant and the current
subscriber are part of different households. To enable applicants to make this demonstration, the ETC
must require applicants to complete and submit to the ETC a written document, to be developed by
USAC as discussed below, containing the following: (1) an explanation of the Commission’s one-per-
household rule; (2) a check box that an applicant can mark to indicate that he or she lives at an address
occupied by multiple households; (3) a space for the applicant to certify that he or she shares an address
with other adults who do not contribute income to the applicant’s household and share in the household’s
expenses or benefit from the applicant’s income, pursuant to the definition we adopt here today; and (4)
the penalty for a consumer’s failure to make the required one-per-household certification (i.e., de-
enrollment).*”” All ETCs must collect the completed document upon initial program enrollment from
those consumers who apply for Lifeline using a residential address that the ETC determines is already
receiving Lifeline-supported service.*®

2 Lifeline and Link Up Public Notice, 26 FCC Red at 11102, para. 2(a)(ii).

2 See, e.g., Consumer Groups PN Comments at 5; Benton PN Comments at 16; ¢f; Consumer Advocates PN
Comments at 8-9.

296 The one-per-household rule we adopt today applies to all ETCs, whether designated as such by a state or by the

Commission.

27 For ease of administration, the ETC may also choose to provide pre-populated options for applicants to provide
further explanation about their address being occupied by multiple households (e.g., share a home with relatives that
do not share income or expenses, live with an adult roommate who does not share in the applicant’s income or
expenses, applicant resides in a group housing facility). We expect that it will be advantageous for ETCs to begin
gathering such information, as it will assist them in more easily populating the duplicates database, once it is
implemented.

208 Thus, the first low-income consumer applying for Lifeline at a given address will not need to provide a one-per-

household worksheet to the ETC. As described in the Certification section, below, ETCs must also obtain a
certification from each consumer that he or she complies with the one-per-household requirement. See supra section
VI.C (Certification of Consumer Eligibility for Lifeine). This certification must be provided by each Lifeline
subscriber at initial enrollment and annually thereafter. See supra para. 120. In the event that a Lifeline subscriber
(continued....)
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79. We direct USAC, within 30 days of the Order’s publication in the Federal Register, to
develop and submit to the Bureau a form consistent with the above requirements to assist ETCs in
providing Lifeline to low-income households sharing an address. Additionally, within 30 days of this
Order’s publication in the Federal Register, USAC should develop print and web materials to be posted
on USAC’s website that both USAC and ETCs can use to educate consumers about the one-per-
household rule.*” By requiring applicants to provide this information as part of the initial program sign-
up process, we will alleviate delays in the enrollment process, as it is less likely that an application will be
rejected due to multiple households sharing an address and will reduce the burden on the part of both the
consumer and the ETC. Additionally, this process will assist persons living at an address shared by
multiple houscholds to select the telephone service of their choice, wireless or wireline, without
encountezrliong unreasonable barriers due to not being the “first resident” at an address to apply for
Lifeline.

80. We decline to adopt the one-per-residential address rule proposed in the NPRM in part
because it would be inappropriate to exclude otherwise eligible consumers solely because they lack a
unique residential address.”'' Consumers may live in residences for which there is no unique U.S. Postal
Service address or where multiple persons or families share a residential address, and this may be
particularly common for low-income consumers.*'? Based on the record before us, we decline to adopt a
rule that would potentially have the unintended consequence of excluding low-income consumers from
participation in Lifeline.”” In contrast, by codifying the one-per-household requirement, we will enable
eligible low-income consumers, including consumers in non-traditional living situations, to receive

(Continued from previous page)

joins a household that also obtains Lifeline (i.e., becomes part of that economic unit), that subscriber will no longer
be entitled to the Lifeline benefit. For example, if an adult Lifeline subscriber moves in with his or her parents, who
also obtain Lifeline, and becomes a part of the parents’ economic unit, only the subscriber’s parents would be
entitled to continue receiving Lifeline benefits.

299 For example, USAC should develop a tool similar to WIC’s that helps consumers to determine if they are eligible

for Lifeline. See, e.g., U.S. Department of Agriculture, Food and Nutrition Service (FNS), Women, Infants and
Children (WIC) Prescreening Tool, Household Size, https://stars.fns.usda.gov/wps/pages/household.jst# (last visited
Jan. 30, 2012); U.S. Department of Agriculture, Food and Nutrition Service, Supplemental Nutrition Assistance
Program Prescreening Eligibility Tool, http://www.snap-step1.usda.gov/fns/ (last visited Jan. 30, 2012).

210 Commenters state that ETCs have interpreted the Commission’s existing “one-per-household” rule by providing
one Lifeline discount per residential address; thus, in some cases, only one resident at an address shared by multiple
households has been able to obtain Lifeline service. See, e.g., Fletcher School Reply Comments at 6. MFY Legal
Services Reply Comments at 2.

2! See Amvensys Comments at 6; GCI Reply Comments 2 at 2; MAG-Net Reply Comments at 6-8; NATOA
Comments at 3; NHMC Reply Comments at 3; AT&T Comments at 17; Consumer Groups Comments at 18-19;
YourTel Comments at 3.

212 See, e. g., GCI Comments at 38; NHMC Reply Comments at 3; Consumer Groups Comments at 19-20; State of
Alaska Reply Comments at 2; Letter from James E. Dunstan, Brian Tagaban & W. Greg Kelly, Navajo Nation
Telecommunications Regulatory Authority (NNTRC), to Marlene H. Dortch, Secretary, Federal Communications
Commission, WC Dkt. No. 11-42 et al., at 5 (filed Jan. 20, 2012) (NNTRC Jan. 20 ex parte Letter).

213 Commenters provided numerous examples of these living situations, including: unrelated adults living together;
multiple families living together; and multi-generational families living together; residents of Tribal lands; as well as
group living facilities, such as nursing homes, domestic abuse shelters, and persons occupying commercially zoned
facilities. See, e.g., GCI Reply Comments at 10; LCCHR Comments at 8; COMPTEL Comments at 16; Sprint
Comments at 11-12; MAG-Net Reply Comments at 9; Verizon Reply Comments at 5; MA DTC Comments at 7;
YourTel Comments at 2; Cricket Reply Comments at 10; MI PSC Comments at 6; MFY Legal Services Reply
Comments at 2.
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Lifeline support.

81. Several commenters recommend that the Commission adopt a rule allowing for one
Lifeline-supported service per consumer, which they assert is the best means to ensure the availability of
telephone service for low-income consumers.”'* Other commenters advocate for adoption of a more
limited “one-per-person rule,” for example recommending that we adopt such a rule only for residents of
Tribal lands or group living facilities.”” In support of a one-per-person rule, such commenters point to
the increasing wireless penetration rate, as well as the varied living situations of low-income
consumers.”'® They state that although the increasing availability of wireless Lifeline services has
increased consumer choice, it has also made it more difficult to enforce a one-per-household or one-per-
residence requirement.”’”  Such commenters also point out that the challenges in applying the
Commission’s existing one-per-household policy have been exacerbated by the fact that some residences,
such as those on Tribal lands, lack a unique U.S. Postal Service address.”'® Other commenters point to
the potential public safety impact of a rule permitting only one Lifeline-supported service per household
or residential address.”"

214 See, e. 2., GCI Comments at 39-40; COMPTEL Comments at 15; NALA/PCA Comments at 2; NHMC Reply
Comments at 1, 3; Budget/GreatCall/PR Comments at 9-10. In response to the Lifeline and Link Up Public Notice,
a few commenters mistakenly stated that the Commission already adopted a one-per-qualifying consumer rule in the
2011 Duplicative Program Payments Order. See, e.g., AT&T Public Notice Comments at 1-2; CTIA Public Notice
Reply Comments at 3-4. To the contrary, in that order, the Commission explicitly prohibited a qualified low-income
individual from receiving more than one Lifeline-supported service at the same time; it did not hold that each such
person was entitled to Lifeline benefits. 2011 Duplicative Program Payments Order, 26 FCC Rcd. 9022 at 9026-28,
paras. 8-14.

1 See, e. g., SBI Comments at 9-10 (recommending that the Commission provide one Lifeline discount per eligible

adult to eligible residents of Tribal lands whose annual household income is at or below the federal poverty level,
which SBI estimates would cost approximately $25 million with a 32 percent program take rate); Letter from John
T. Nakahata, Counsel, GCI, to Marlene H. Dortch, Secretary, Federal Communications Commission, WC Dkt. No.
11-42 et al., at 2-3 (filed Dec. 6, 2011) (stating that Lifeline-supported wireless services should be available to each
eligible adult on Tribal lands and estimating that this would expand service to an additional 22,000 adults in Alaska)
(GCI Dec. 6 ex parte Letter); Letter from Steven M. Chernoff, Counsel, PR Wireless d/b/a Open Mobile, to Marlene
H. Dortch, Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al., at 5 (filed Jan. 25, 2012)
(stating that if a one-per-qualifying-adult rule is adopted for Tribal lands, it would be essential to extend such a rule
to Puerto Rico, which has economic and infrastructure conditions similar to many Tribal areas) (PR Wireless Jan. 25
ex parte Letter). But see Letter from Michael R. Romano, Senior Vice President — Policy, NTCA, to Marlene H.
Dortch, Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al., at 1 (filed Dec. 22, 2011)
(stating that there is no reason to base a rule of general applicability on unique circumstances that may be faced in
specific areas) (NTCA Dec. 22 ex parte Letter).

218 See e, 2., NHMC Reply Comments at 1, 3; Sprint Reply Comments at 8; GCI Comments at 39-40; COMPTEL
Comments at 15; Budget/GreatCall/PR Comments at 9-10.

27 Commenters point out that multiple members of a family, for example, or adult roommates may each sign up for
a separate plan from different companies so that each person has his or her own subscription. Additionally, low-
income consumers, such as residents of nursing homes or shelters, may share a residence with other similarly
situated consumers, each of whom may wish to obtain a Lifeline service.

218 SBI Comments at 10-12; GCI Reply Comments at 10; Consumer Groups Comments at 19-20; State of Alaska
Reply Comments at 2.

219 Commenters state, for example, that one member of a household could take a mobile phone with them outside of

their residence, leaving the rest of the household members without a phone. Letter from David A. LaFuria, Counsel,
SBI, to Marlene H. Dortch, Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al., at 1 (filed
Nov. 25,2011) (SBI Nov. 25 ex parte Letter); GCI PN Comments at 13; Letter from John T. Nakahata, Counsel,
GCI, to Marlene H. Dortch, Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al., at 3 (filed
(continued....)
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82. Although we acknowledge these concerns and issues, the program’s ability to subsidize
service for each eligible low-income individual is tempered by the need to minimize the contribution
burden the program places on all consumers. A one-per-person rule could potentially increase the size of
the low-income program by a significant percentage above the projected Fund size with the one-per-
economic unit rule we adopt in this Order. By codifying a one-per-economic unit rule rather than a one-
per-person rule, the Commission can strike an appropriate balance between ensuring that support is
available for eligible low-income families and that universal service funds are spent in a fiscally prudent
way.”’ Moreover, the expected savings from strict enforcement of a one-per-economic unit rule may be
utilized to implement other measures to modernize the Lifeline program, such as the broadband pilot
program we adopt below,”' that will assist in meeting the challenges of broadband adoption for low-
income consumers.

83. Contrary to assertions in the record that a one-per-household rule overlooks the
importance of mobility for low-income consumers, the rule we adopt today will allow eligible low-
income households to select the Lifeline service, whether landline or mobile, that best meets their
needs.” We recognize the public safety concerns raised by some commenters with respect to a one-per-
household rule. However, as noted above, the potential benefits of a one-per-person rule must be
balanced against the corresponding increase in the burden on the consumers and businesses that
contribute to USF.”*® The Lifeline program can play an important safety role for low-income consumers,
particularly those in isolated rural areas; however, in some limited instances consumers may need to seek
out other alternatives to ensure phone coverage in emergency situations (e.g., non-Lifeline prepaid
wireless services or postpaid wireline services). Additionally, as we clarify below, eligible consumers
may choose to apply their Lifeline discount to the purchase of family shared calling plans, which may
mitigate commenters’ public safety concerns by making voice service available to more than one person
in a household at any given time.***

84. We acknowledge those comments that urge the Commission to use caution to ensure that
the rules we adopt do not impose additional or excessive administrative costs on ETCs, including small
carriers.”” The rules we adopt here will not unreasonably burden ETCs, including those with a small
number of Lifeline subscribers, as the rules will require ETCs to obtain information from only a limited
number of consumers about their household arrangements, specifically those who are residing in group
living facilities or at addresses shared by multiple households.””® This information is necessary to assist

(Continued from previous page)

Dec. 6,2011) (GCI Dec. 6 ex parte Letter); Letter from Tom W. Davidson, Counsel, GRTI, to Marlene H. Dortch,
Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al., at 1 (filed Jan. 24, 2012) (GRTI Jan. 24
ex parte Letter).

220 See, e.g., Cricket PN Comments at 2-3; Consumer Groups Comments at 17-18; CA PUC Reply Comments at 3,

5; Cricket Reply Comments at 10. See also supra Section II1.C (Performance Goals & Measures).

2! See infra section IX.B (Broadband Pilot).

22 See, e. g., Amvensys Comments at 7; GCI Reply Comments at 6; PR Wireless Jan. 25 ex parte Letter at 1-2;
NHMC Reply Comments at 3.

2 See supra section III.C (Performance Goals & Measures).

224 See infra section IX.A (Bundled Services).

2 See, e. g., NTCA Comments at 3-4; MITS Reply Comments at 7-8.

226 A few commenters contend that the Commission should not require ETCs to collect potentially sensitive
information about low-income consumers’ household living arrangements. See, e.g., AT&T Comments at 18; CTIA
Reply Comments at 11; COMPTEL PN Comments at 6-7.
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qualifying consumers in such living situations to obtain Lifeline service and to document their compliance
with the one-per-household rule. As noted above, USAC will develop materials print and web materials
that ETCs can use to educate consumers about the one-per-houschold rule. We stress that we are
requiring consumers to furnish only as much information as is needed for the ETC to verify the
consumer’s compliance with the one-per-household rule, which allows more than one Lifeline-supported
service at a given address in specific circumstances.””” We are not expecting a consumer, for example, to
list the names of other residents of their household or explain personal or familial relationships on the
Lifeline application form. Rather, as stated above, it would be sufficient for a consumer to state that he or
she shares an address with other adults who do not contribute income to their household or share in the
household expenses. We are not imposing an obligation on ETCs to investigate or inquire further about
the specifics of those household arrangements.

85. Lifeline Address Requirement. We adopt a requirement that, prior to providing service to
a consumer, ETCs must obtain that consumer’s residential address, which the consumer must indicate is
his or her permanent address, and a billing address for the service (if the consumer’s billing address
differs from his or her residential address).”” We also adopt a requirement that Lifeline participants
provide their new address to the ETC within 30 days of moving. As described in the Database section
below, ETCs will be required to enter this address in the duplicates database within 10 business days of
receipt to determine if a subscriber is receiving Lifeline support from another ETC.** 1t is important that
ETCs obtain accurate address information for all subscribers so that such information can be used to
detect potential cases of duplicative support, and for eligible consumers to promptly notify the ETC of
any changes in their address.

86. In the record of the NPRM, we observed that some ETCs have not permitted consumers
to obtain Lifeline support when using a P.O. Box as their mailing address.”’ Instead, ETCs have required
applicants seeking Lifeline support to provide a residential address on their application to ensure that the
subscriber is eligible for supported service and is not receiving more than one subsidized service.””' We
sought comment on whether to codify a rule requiring ETCs to collect the residential addresses of their
Lifeline applicants before they provide discounted service, meaning that if a consumer receives mail at a
P.O.zgox, the consumer would have to provide a residential address to which his or her service would be
tied.

87. Lifeline applicants will not be permitted to use a P.O. Box address as their Lifeline
address. We are concerned that some subscribers could list a P.O. Box as their address in an effort to
avoid complying with our one-per-household requirement. Moreover, requiring a residential address to

2T We acknowledge the challenges associated with the lack of addresses on Tribal lands and discuss this issue

further below. See infra para. 166. The record indicates that residential addresses are frequently non-existent on
Tribal lands and, where present, often differ significantly from residential addresses off Tribal lands. See, e.g., SBI
Comments at 14-16.

228 See Lifeline and Link Up NPRM, 26 FCC Rcd at 2807-08, para. 115 and Appendix A, 47 C.F.R. § 54.408(a)(2)
(proposed rule). The rule is supported by CenturyLink and the Missouri Public Service Commission. See
CenturyLink Comments at 8 MO PSC Comments at 11-12.

2 See infra section VII.A (National Lifeline Accountability Database).

30 Lifeline and Link Up NPRM, 26 FCC Red at 2792, para. 63. See, e.g., City of Cambridge TracFone One-Per-
Household Clarification Comments at 2; NNEDV TracFone One-Per-Household Clarification Reply Comments at
2; SBI TracFone One-Per-Household Clarification Comments at 4-5; POTS TracFone One-Per-Household
Clarification Comments at 2.

B! Lifeline and Link Up NPRM, 26 FCC Red at 2792, para. 63.
232
2 1d.
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serve as the Lifeline address will facilitate the discovery of duplicative support for a particular household
or subscriber.”” Thus, requiring a residential address is an important tool in reducing the potential for
waste, fraud, and abuse in the program. We recognize that there are also circumstances where an
applicant may not have a permanent residential address due to a temporary living situation or because the
address is not recognized by the post office.* In the case of temporary living situations, the applicant
must provide a temporary residential address or other qualifying address, such as the address of a
temporary shelter, or a friend or family member, which could be used to perform a check for duplicative
support and trigger the requirement that the consumer complete the one-per-household document
referenced above.” In the case of addresses not recognized by the post office, including residences on
Tribal lands, the applicant must provide a descriptive address which could be used to perform a check for
duplicative support and trigger the requirement to complete the one-per-household document. For the
consumer’s billing address, an ETC may accept a P.O. Box or General Delivery address in lieu of a
residential address.”®

88. Persons with temporary addresses. As stated above, the one-per-household rule will be
applicable to individuals residing in group living facilities, including, but not limited to, nursing homes,
shelters, halfway houses, boarding houses, and apartment buildings without individual unit numbers.
This rule and its associated procedures will provide an administratively feasible means for ETCs to
provide Lifeline-supported service to residents of these facilities, while also reducing the risk of waste,
fraud, and abuse. Some group living facilities, however, may serve consumers who lack a permanent
address. In the 2010 Joint Board Recommended Decision, the Joint Board recommended that the
Commission consider how to best serve such populations while also maintaining a commitment to
preventing waste, fraud, and abuse in the program.”’

89. We agree with those commenters who state that consumers without permanent addresses
should not be precluded from participation in Lifeline. However, we also share the Joint Board’s concern
with respect to the “inherent difficulties of serving and verifying such highly mobile populations.”**
Accordingly, we adopt additional protections to be implemented by those ETCs that serve consumers
without a permanent address, in order to assist ETCs in more easily confirming such consumers’
continued eligibility for the program. Specifically, we adopt a rule requiring ETCs to inquire on their
Lifeline application forms whether the applicant’s address is a temporary one. If it is, the ETC must

233 See, e.g., MO PSC Comments at 5; IN URC Comments at 4. As discussed above, while our rules will allow
ETCs to provide service to multiple households at an address, this will require the consumer to take affirmative steps
to confirm that his or her housing arrangement involves multiple households at the same address and to certify that
no more than one Lifeline subsidy is received by his or her household.

234 See, e.g., GCI Jan. 13 ex parte Letter; Letter from David A. LaFuria, Counsel, SBI, to Marlene H. Dortch,
Secretary, Federal Communications Commission, WC Dkt. No. 11-42 et al. (filed Dec. 6, 2011) (SBI Dec. 6 ex
parte Letter); Letter from Erica M. Olsen, MSW, Technology Safety Specialist, National Network to End Domestic
Violence (NNEDV), WC Dkt. No. 11-42 et al. (filed July 27, 2011) (NNEDV July 27 ex parte Letter).

3 See supra paras. 77-79. See, e.g., Family Services Manual, Oregon Department of Human Services,
Supplemental Nutrition Assistance Program (SNAP), Section D (Non-Financial Eligibility), Residency,
http://apps.state.or.us/cf1/EligManual/EMnlFrame.htm?Page+ID=06-toc (noting that persons without fixed
residential addresses can provide the address of a shelter or the address of a friend to receive SNAP benefits) (last
visited Feb. 2, 2012).

236

See USPS.com, Research Delivery Options, General Delivery, https://www.usps.com/manage/research-delivery-
options.htm.

BT See 2010 Joint Board Recommended Decision, 25 FCC Red at 15602-03, paras. 12-14.
28 Id. at 15603, para. 14.
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verify with the subscriber every 90 days that he/she continues to rely on that address.”** As noted above,
if the subscriber has moved, the ETC must update the database with the information within 10 business
days of receipt of that information.*** Similar to the non-usage requirement for prepaid Lifeline service,
if the subscriber fails to respond within 30 days of the ETC’s attempts to verify the temporary address, the
subscriber must be de-enrolled from Lifeline pursuant to the program’s de-enrollment rules. This
requirement will enable consumers with temporary addresses to reap the benefit of the Lifeline program,
but will also alleviate the concerns about waste, fraud, and abuse raised by the Joint Board in the 2010
Joint Board Recommended Decision.”"'

90. Application of the One-Per-Household Rule to Commercially Zoned Buildings. As noted
in the NPRM, there are instances where otherwise eligible applicants have been denied Lifeline service
because they live in facilities that are zoned for commercial, rather than residential use.”** Such
commercial residences typically tend to be group living facilities, such as single-room occupancy
buildings, lodging houses, rooming houses, and shelters, rather than individual residences.** Several
commenters responding to the NPRM state that otherwise eligible consumers should not be denied
Lifeline service due to their residence in these commercially zoned facilities.”** We agree. Accordingly,
we clarify that if the consumer is otherwise eligible for Lifeline and the consumer certifies at enrollment
that the address of record provided by the consumer is his or her residential address, the consumer should
not be denied Lifeline because of residence in an area that is commercially zoned.

C. Certification of Consumer Eligibility for Lifeline

91. In this section, we adopt uniform and consistent measures to check low-income
consumers’ initial and ongoing eligibility for Lifeline. The measures we adopt today will increase
consistency in certification practices and reduce the number of ineligible consumers in the Lifeline
program.** First, we take several steps in this Order to move expeditiously toward the goal of having an
automated means to determine Lifeline eligibility for all consumers. Second, we amend section 54.410 of

% We do not impose a requirement as to what method ETCs must use to verify the address of such subscribers. For
example, a free-of-charge text message confirming the subscriber’s address or a confirmation from a group living
facility that the subscriber resides there could be sufficient to satisfy this requirement.

0 See supra para. 85.

1 See 2010 Joint Board Recommended Decision, 25 FCC Red at 15602-03, paras. 12-14. We do not expect this

requirement to impose unreasonable burdens on ETCs. As stated above, we do not prescribe the method that ETCs
must use to verify the address of those subscribers utilizing temporary addresses. See supra n.239. Moreover, in
most cases this rule is likely to be applicable to only a small portion of an ETC’s Lifeline subscriber base. Thus, the
rule we adopt today properly balances our obligation to provide access to telecommunications services for eligible
low-income consumers with our responsibility to ensure that funds are spent in a fiscally responsible way.

2 Lifeline and Link Up NPRM, 26 FCC Red at 2808, para. 117.
2 Id. at 2808, paras. 117-18.

24 See, e.g., CenturyLink Comments at 13; FL PSC Comments at 17; MA DTC Comments at 5; Media Action
Grassroots Network Comments at 19; MI PSC Comments at 6; MFY Legal Reply Comments at 2.

* To date, “certification” has referred to the initial determination of eligibility for enrollment in the program, and

“verification” has referred to the subsequent determinations of ongoing eligibility after a subscriber has already been
enrolled in and is receiving support from the program. See, e.g., 2010 Joint Board Recommended Decision, 25 FCC
Red at 15606-15611, paras. 23-34. As detailed below, we replace this approach today with a process requiring
ETCs to make and obtain certain initial and annual attestations relating to consumer eligibility for Lifeline.
Accordingly, in the Discussion section below we use the term “certification” to collectively refer to the procedures
that ETCs (or states, where applicable) must employ to check both the initial and ongoing eligibility of their Lifeline
subscribers.
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the Commission’s rules to require that ETCs (or the state Lifeline program administrator, where
applicable) check the eligibility of low-income consumers seeking to enroll in Lifeline either by accessing
electronic eligibility databases, where available, or by reviewing documentation from the consumer
demonstrating his/her eligibility for Lifeline service.**® Third, we amend section 54.410 of the
Commission’s rules to require Lifeline subscribers to make initial and annual certifications under penalty
of perjury concerning their eligibility for Lifeline. Fourth, we amend section 54.410 of the Commission’s
rules to require that all Lifeline subscribers certify upon enrollment in Lifeline and annually thereafter
that the subscriber’s household is receiving no more than one Lifeline-supported service. Fifth, we
amend section 54.416 of the Commission’s rules to require ETCs to certify to their compliance with our
rules on an annual Lifeline eligible telecommunications carrier certification form and when submitting
FCC Forms 497 to USAC for reimbursement.

92. We also take several actions to improve the current methodology employed by ETCs to
verify ongoing consumer eligibility for Lifeline. First, we amend section 54.410 of the Commission’s
rules to replace the existing verification procedures and methodology with a uniform annual re-
certification requirement to be performed through the end of 2012 by ETCs in all states (or the state
Lifeline program administrator, where applicable), while also allowing ETCs to leverage existing
databases to more easily confirm the continued eligibility of their subscribers. Second, we establish a
process to transition, beginning in 2013, the responsibility for annual subscriber re-certification to USAC,
at the ETC’s election. Third, we amend section 54.405 of the Commission’s rules to adopt a procedure
for de-enrolling those subscribers who do not respond to an ETC’s or state’s annual re-certification
efforts, which will encourage consumer accountability and ensure that universal service support is not
directed toward consumers who may not be eligible for Lifeline. Fourth, to provide the Commission and
the states with a more complete set of consumer eligibility data, we codify a rule requiring ETCs in all
states to share their annual re-certification results with USAC, the Commission, and their respective state
commissions, where the carrier is subject to state jurisdiction.

1. Background

93. The Commission’s current rules regarding the certification and verification of consumer
eligibility for Lifeline differ based on whether a state maintains its own universal service low-income
program. States with their own low-income programs may establish rules to govern the initial
certification and ongoing verification of consumers’ eligibility for Lifeline support.**’ Such states are
referred to as “non-federal default states.” In states without their own low-income programs, referred to
as “federal default states,” ETCs must follow the federal certification and verification requirements set
forth in sections 54.409, 54.410, and 54.416 of the Commission's rules.**® Thus, ETCs providing Lifeline
service in multiple states may be required to comply with various state and/or federal certification and
verification procedures. Moreover, certification and verification requirements may even vary from ETC
to ETC within a given state because some states do not assert jurisdiction over certain carriers within the
state (e.g., wireless ETCs).** In such circumstances, the federally-designated ETCs may be subject to

246

CLINTS

Throughout this section, we use the term “state Lifeline program administrator”, “states” and “state agencies”
interchangeably to include any governmental agency within a state, or its agents, that may perform functions relating
to consumer eligibility.

#7 See 47 C.F.R. §§ 54.410(a)(1), (c)(1).
28 See 47 C.F.R. §§ 54.409(d); 54.410(a)(2), (c)(2); 54.416.

% Under the current rules, when a state commission mandates Lifeline support but does not impose certification and

verification requirements on certain carriers or customers within the state, the affected carriers must follow federal
default criteria for certification and verification purposes. See Lifeline and Link Up, WC Dkt. No. 03-109, Order
and Declaratory Ruling, 25 FCC Red 1641, 1641-42, 1645, paras. 1,9 (2010) (Lifeline Declaratory Ruling).
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different standards from the state-designated ETCs in the same state.

94. Initial Certification of Consumer Eligibility. Certification is the process by which
eligible consumers establish their qualification for Lifeline. Certification occurs at the time a consumer is
applying to enroll in Lifeline.”® To qualify for universal service low-income support, a consumer must
first demonstrate that he or she meets the eligibility criteria set forth in federal or state rules, as applicable.
Sections 54.409 and 54.410 of the Commission’s rules provide two options for consumers in federal
default states to choose between to establish eligibility for Lifeline: (1) consumers may self-certify that
they are eligible for Lifeline support based on participation in certain federal programs;”' or (2)
consumers may provide documentation showing that they meet the income threshold requirements set
forth in the Commission’s rules.”®> Non-federal default states, however, exhibit variation in permitted
certification practices, particularly with respect to the proof required by low-income consumers seeking to
enroll in Lifeline based on participation in a qualifying state or federal program.”> According to the 2010
GAO study of the Lifeline program, 25 states currently require consumers to provide documentation of
enrollment in a qualifying program.**

95. Annual Verification of Continued Eligibility.  Currently, section 54.410 of the
Commission’s rules sets out a bifurcated structure for ETCs to follow when verifying consumers’
ongoing eligibility for Lifeline. Pursuant to section 54.410(c)(1) of the Commission’s rules, ETCs in
non-federal-default states must comply with the verification procedures established by the states, each of
which may adopt its own method for verifying continued consumer eligibility.”>> GAO’s 2010 report
noted wide variation in methods employed by non-federal-default states to verify consumers’ ongoing
eligibility for Lifeline.””® Section 54.410(c)(2) of the Commission’s rules requires ETCs in federal
default states to annually verify the continued eligibility of a statistically valid random sample of their
consumers.”’ The size of annual samples are based on a number of factors, including the number of

02004 Lifeline and Link Up Order and FNPRM, 19 FCC Red at 8317, para. 23.

BL47 CFR. § 54.409(b), (c), (d)(1).

3247 CFR. §§ 54.409(b), (d)(2), 54.410(a)(2). Currently, consumers in federal default states who wish to qualify
for Link Up support based on income levels must present documentation showing they meet the income threshold
requirements in the Commission’s rules. 47 C.F.R. § 54.416.

3 According to GAO, 16 states permit self-certification under penalty of perjury, 25 states require documentation
of enrollment in a qualifying program, and 9 states have in place automatic enrollment of eligible consumers. 2010
GAO REPORT at 51.

254 Id.
547 C.FR. § 54.410(c)(1).

2% See 2010 GAO REPORT at 51. According to GAO, 14 states conduct random audits of Lifeline recipients, 20
states require periodic submission of supporting documents, 13 states require an annual self-certification, 13 states
use an online verification system using databases of public assistance participants or income reports, and 17 states
conduct verification by confirming the continued eligibility of a statistically valid sample of Lifeline recipients. /d.

BT 47 CF.R. § 54.410(c)(2); see also Lifeline and Link Up NPRM, 26 FCC Red at 2879-81, Appendix B (overview
of the current sampling methodology used by ETCs in federal default states). Subscribers who are sampled in
federal default states and who qualify for Lifeline under program-based eligibility criteria must present proof of their
continued eligibility and self-certify under penalty of perjury that they continue to participate in a qualifying public
assistance program. See 47 C.F.R. § 54.410(c)(2). Subscribers who are sampled in federal default states and who
qualify for Lifeline based on income must present current documentation of income and self-certify under penalty of
perjury as to the number of individuals in the subscriber’s household and that the documentation presented
accurately represents their household income. /d. ETCs are required to retain copies of the self-certifications but
not the underlying documentation of income. See 47 C.F.R. § 54.417.
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Lifeline subscribers served by the ETC and the previously estimated proportion of Lifeline subscribers
served that are “inappropriately taking” Lifeline service.””® However, the current methodology assumes
that no more than six percent of consumers would be found ineligible in any given year.”*

96. In the Lifeline and Link Up NPRM, the Commission suggested several changes to the
Lifeline certification and verification rules aimed at improving the integrity of the program by
strengthening federal requirements and introducing greater consistency nationwide.”® The Commission
developed such proposals drawing, in large part, on recommendations of the Joint Board and the findings
of the GAO in its 2010 review of the low-income program.”®' GAO, for example, found that the Lifeline
program lacks an adequate front-end mechanism to prevent ineligible consumers from receiving program
support, and that there are risks associated with self-certification of subscriber eligibility.*”* Additionally,
the Joint Board recommended that, to promote nationwide uniformity in the verification of consumer
eligibility for Lifeline, the Commission adopt uniform, minimum verification procedures and sampling
criteria that would apply to ETCs in all states.”” The changes we adopt today directly address the GAO’s
critiques and the Joint Board’s recommendations.

2. Discussion

a. Initial and Annual Certification Requirements

97. Eligibility Databases. We find that establishing a fully automated means for verifying
consumers’ initial and ongoing Lifeline eligibility from governmental data sources would both improve
the accuracy of eligibility determinations, ensuring that only eligible consumers receive Lifeline benefits,
and reduce burdens on consumers as well as ETCs. We therefore direct the Bureau and USAC to take all
necessary actions so that, as soon as possible and no later than the end of 2013, there will be an automated
means to determine Lifeline eligibility for, at a minimum, the three most common programs through
which consumers qualify for Lifeline.*®* Several states have already developed qualifying databases
through which a Lifeline subscriber’s initial and continued eligibility can be verified, and in some cases
eligibility determinations are performed by a third-party administrator rather than ETCs. In other states,
ETCs can directly access an eligibility database.”® We take several steps in this Order to move

28 See Lifeline and Link Up NPRM, at 26 FCC Red at 2879-81, Appendix B (Sample Size Table); see also 2004
Lifeline and Link Up Order and FNPRM, 19 FCC Red at 8365, Appendix J-1.

9 See Lifeline and Link Up NPRM, 26 FCC Red at 2879-81, Appendix B (“In all instances, the estimated
proportion P should never be less than .01 or more than .06.”).

20 See Lifeline and Link Up NPRM, 26 FCC Red at 2824-31, paras. 167-98.
1 See generally 2010 Joint Board Recommended Decision; 2010 GAO REPORT.
%62 See 2010 GAO REPORT at 37.

22010 Joint Board Recommended Decision, 25 FCC Red at 15607, para. 26. However, the Joint Board
recommended that states be permitted to utilize different and/or additional verification procedures, as long as those
procedures are at least as effective in detecting waste, fraud, and abuse as the minimum federal procedures. /d. at
15608, para. 28. For additional discussion of the Joint Board’s recommendations with respect to verification, see
infra discussion at section VI.C.2.b (Annual Re-Certification of Consumer Eligibility).

264 Based on the information in the record, most consumers qualify for Lifeline through Medicaid, SNAP, and SSI.

See infra para. 104 and n.1060. We recognize that meeting this goal will require coordinated action among
numerous parties outside of the Commission.

265 As the record indicates, there are at least nine states with an automated means for ETCs or state administrators to

determine consumer participation in at least some programs which qualify consumers for Lifeline support. See
Letter from Mitchell F. Brecher, Counsel, TracFone Wireless, to Marlene H. Dortch, Secretary, Federal
Communications Commission, WC Dkt. No. 11-42 et al., at 5 (filed Jan. 24, 2012) (noting that TracFone has access
(continued....)
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expeditiously toward the goal of having an automated means to determine Lifeline eligibility for all
consumers. First, we direct the Wireline Competition Bureau to reach out to the other federal government
agencies responsible for the qualifying programs to help facilitate access to the data necessary to
determine subscriber eligibility. Second, we direct the Bureau to host a series of workshops including
non-governmental entities such as ETCs, technical experts, and database vendors to identify pragmatic
solutions to issues regarding the establishment of one or more databases. Finally, we seek additional
targeted comment on implementation issues in the attached further notice.**

98. Determination of Initial Program Eligibility. We first amend section 54.410 of the
Commission’s rules to require all ETCs, prior to enrolling a new subscriber in Lifeline, to access state or
federal social services eligibility databases, where available, to determine a consumer’s program-based
eligibility.” By accessing state or federal social service eligibility data, ETCs will more efficiently and
accurately determine whether a consumer is eligible for low-income support.”® As discussed below, we
conclude that a rule requiring ETCs to access databases where available at enrollment to confirm
program-based eligibility is necessary in light of evidence demonstrating that consumer self-certification
of program-based eligibility does not effectively prevent ineligible consumers from enrolling in
Lifeline.” Where ETCs access state or federal databases to make determinations about consumer
eligibility for Lifeline, we do not require ETCs to obtain from a new subscriber documentation of his or
her participation in a qualifying federal program. The ETC or its representative must note in its records
what specific data was relied upon to confirm the consumer’s initial eligibility for Lifeline (e.g., name of
a state database.) This rule will reduce administrative burdens on ETCs by allowing them to leverage
existing systems and processes. In states where the ETC is not responsible for the initial determination of
consumer eligibility, a state agency or third-party administrator, as applicable, may query the database in
lieu of the ETC doing so.

99. We recognize that some ETCs will not have access to centralized consumer eligibility
data in the near-term, or may only have access to eligibility data for a subset of the social services
programs in a given state. In states where ETCs are responsible for establishing eligibility (i.e., there is

(Continued from previous page)

to eligibility information in Florida, Wisconsin, Maryland, Texas and Washington state) (TracFone Jan. 24 ex parte
Letter); Letter from Shana Knutson, Staff Attorney, Nebraska Public Service Commission, to Marlene H. Dortch,
Secretary, Federal Communications Commission, WC Dkt. Nos. 11-42 et al., at 2 (filed Aug. 8, 2011) (NE PSC
Aug. 8 ex parte Letter); Letter from Jon Cray, Residential Service Protection Fund Program Manager, Public
Utilities Commission of Oregon, to Marlene H. Dortch, Secretary, Federal Communications Commission, WC Dkt.
11-42 et al., at 2 (filed Aug. 24, 2011) (OR PUC Aug. 24 ex parte Presentation); NY PSC Comments at 10; Letter
from Robert W. Wilhelm, Jr., Regulatory Pricing Manager, Cincinnati Bell, to Marlene H. Dortch, Secretary,
Federal Communications Commission, WC Dkt. No. 11-42 et al., at 2 (filed Aug. 30, 2011) (discussing data access
to Ohio energy assistance program) (Cincinnati Bell Aug. 30 ex parte Letter).

266 See infra FNPRM, section XIII.A (Establishing an Eligibility Database).

267 .. . . . . . o
This discussion focuses on certification requirements for consumers seeking Lifeline support. ETCs must also

follow the certification procedures set forth in section 54.410, as modified, to determine an eligible resident of
Tribal lands’ initial eligibility for Link Up.

268 See, e.g., Letter from Mitchell F. Brecher, Counsel, TracFone Wireless, to Marlene H. Dortch, Secretary, Federal

Communications Commission, WC Dkt. No. 11-42 et al. (filed Nov. 22, 2011) (TracFone Nov. 22 ex parte Letter);
Letter from Danielle Frappier, Counsel, Nexus Wireless, to Marlene H. Dortch, Secretary, Federal Communications
Commission, WC Dkt. No. 11-42 et al. (filed Nov. 18, 2011) (proposing that ETCs participating in the Lifeline
program engage in a cooperative effort to establish a database to screen for duplicative Lifeline subscriptions and
confirm consumer eligibility) (Nexus Nov. 18 ex parte Letter).

%9 See infra paras. 102-05.
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no state administrator, and the state commission or other state agency is not making eligibility
determinations) and there is no automated means for ETCs to check electronic databases for eligibility, an
ETC must review documentation to determine eligibility for new subscribers until such time as a
qualifying eligibility database is available.””” In states where the ETC is not responsible for the initial
determination of consumer eligibility, a state agency or third-party administrator, as applicable, may
obtain consumer documentation in lieu of the ETC doing so.*”'

100.  No later than June 1, 2012, ETCs in states where carriers are responsible for checking
consumer eligibility must implement certification procedures to document the eligibility of those
consumers seeking to qualify for Lifeline under program-based criteria.””> Consistent with our current
Lifeline rules, ETCs in states where carriers are responsible for checking consumer eligibility must have
already implemented procedures to document the eligibility of consumers seeking to qualify for Lifeline
under income-based criteria.””> ETCs will be required to comply with these documentation requirements
unless access to an electronic eligibility or income database is available.

101.  Acceptable documentation of program eligibility would include: (1) the current or prior
year’s statement of benefits from a qualifying state, federal or Tribal program; (2) a notice letter of
participation in a qualifying state, federal or Tribal program; (3) program participation documents (e.g.,
the consumer’s Supplemental Nutrition Assistance Program (SNAP) electronic benefit transfer card or
Medicaid participation card (or copy thereof); or (4) another official document evidencing the consumer’s
participation in a qualifying state, federal or Tribal program. Acceptable documentation of income
eligibility includes the prior year's state, federal, or Tribal tax return, current income statement from an
employer or paycheck stub, a Social Security statement of benefits, a Veterans Administration statement
of benefits, a retirement/pension statement of benefits, an Unemployment/Workmen's Compensation
statement of benefits, federal or Tribal notice letter of participation in General Assistance, or a divorce

% For comments in support of a rule requiring consumers to provide documentation of program-based eligibility,
see, e.g., Letter from Sen. Claire McCaskill, United States Senate, to Hon. Julius Genachowski, Chairman, Federal
Communications Commission, WC Dkt. No. 11-42 ez al., at 1 (filed Dec. 9, 2011) (Sen. McCaskill Letter);
CenturyLink Comments at 16-17; NY PSC Comments at 7; MI PSC Comments at 8; OH PUC Comments at 18;
Cricket Reply Comments at 13; DC PSC Comments at 5; MO PSC Comments at 13; NE PSC Comments at 12;
Letter from Commissioner Anne Boyle, Nebraska Public Service Commission, to Hon. Julius Genachowski,
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